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THE HONGKONG & SHANGHAI 
BANKING CORPORATION. 


(Inco ted in the Colony @ Hong Kong) — 
The Liability of Mpmbers is limited tofhe extent and in manner — 
prescribed by, Ordinance No. 6 0f1929 of the Colony. | 


MACKINNON, MACKENZIE & CO. 
Capital Au thorised ee ee Hong Kong $20,000,000 
{ 
i 


HONG KONG, SHANGHAI, 
; KOBE & YOKOHAMA 


Capital Issued and y Paid Up # Hong Kong $20,000,000 


Reserve Fund Sterling £ 6,000,000 as Agents of 


Peninsular & Oriental S. N. Co. 
British India S. N. Co., Ltd. 
Eastern & Australian S. S. Co., Ltd. 


Reserve Liability of bers . Hong Kong $20,000,000 


irectors 
Hon. Sir ARTHUR MORSE, C.B.E. Chairman, 


Hon. D. F. LANDALE, Deputy Chairman, 


. D. ALEXANDER, H. J. COLLAR, C.B.E. 
H. D. BENHAM, E. R. HILL, 
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KER, C. ©. ROBERTS. 
HEAD OFFICE:—HONG KONG 
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will be glad to assist with 
Passages and Freight space 


To 


] 
] 
} 
Hon. Sir ARTHUR MORSE, ©.B.E., Chief Manager | 
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) STRAITS and CEYLON 
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BRANCHES: 
BURMA EUROPE MALAYA (Contd.) 
Hamburg Muar 


INDIA and PAKISTAN 
EAST AFRICA and PERSIAN GULF, 

RED SEA and MEDITERRANEAN PORTS 
UNITED KINGDOM and CONTINENTAL PORTS, 
AUSTRALIA, NEW GUINEA 
and 
NEW ZEALAND 


Mongkok Sungei Patani 
* 
Mn INDIA Teluk Anson 


*Chefoo Bombay 3 NORTH BORNEO 
*Dairen Calcutta Brunei Town 


Tawau 


Kobe 
Shanghai Tokyo Manila 


Lo 
DJAWA (JAVA) U.S.A. 
Dijakarta Kuala Lumpur 


‘Surabaja Malacca San Francisco 
*Branches at present not operating 
LONDON OFFICE:—9, Gracechurch Street, E. C. 3 


Banking business of every kind transacted. 


A comprehensive service as Trustees‘and Executors 
is undertaken by the Bank’s Trustee Companies 


HONG KONG» LONDON SINGAPORE 


For Further Particulars 
Phone or Call 


27721 | 11428 
HONGKONG. SHANGHAI. 


! 
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‘ 

oochow Jesselton 
*Hankow Haiphong Kuala Belait ‘ 
larbin Saigon Sandakan 

{ 

{ 
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) 
P. O. Building, 27 The Bund, 


FAST REGULAR TRANS-PACIFIC SERVICE 


| OVERLAND 
DIRECT NEW YORK-CHICAGO-DETROIT-TORONTO, 
SAN FRANCISCO LOS ANGELES - MONTREAL AND ALL AMERICAN & CANADIAN CITIES 


WEST BOUND-SAN FRANCISCO/HONG KONG EAST BOUND-HONGKONG/SAN FRANCISCO 
May 23 Jun 23 #£|ss CONTEST ; 
, dun 9 : July 7 ss JACOB LUCKENBACH 
_—_ ss WILLIAM LUCESNBACH 


dun 2% July 8 via Japan 


July 9 July 29 via Okinawa Fusan, Kobe & Yokohama 


July 2 July 16 via Kobe 
Jun 5. July 1 ms SURPRISE July 2 July 20 via Guam 


ra REFRIGERATION-DRY CARGO-CARGO OIL TANKS 
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For full particulars call General Agents, UNITED STATES LINES COMPANY. Queen's Building, ‘Telephone 28196 
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THE MERCANTILE BANK OF INDIA, LIMITED 


( REGISTERED IN LONDON, UNDER THE COMPANIES ACTS OF 1862 TO 1890. ON 2ND DECEMBER, 1892) 


Paid-up Capital... ose ooo ose 1,050 ,000 


Head Office: - Gracechurch Street, London, E.C. 3. Agents in New York: Bank of Montreal, 64, Wall Street 
Branches & Agencies: 


BURMA 


D. BENSON, 


BANKING BUSINESS OF EVERY KIND TRANSACTED 
CORRESPONDENTS THROUGHOUT THE WORLD 


Manager, Hong Kong. 


AND EXECUTORSHIPS UNDERTAKEN BY THE BANK’S TRUSTEE COMPANIES. 


INDIA PAKISTAN MALAYAN FEDERATION HONG KONG 
Karachi Rangoon Kuala Lumpur JAPAN | 

Bombay Chittagong Kuantan Tokyo 

N Kuala Trengganu Osaka 

owrah Colombo Penang 

Delhi Galle ow Kota Bharu Shanghai 

‘Simla Kandy Ipoh 

“Madras Jaffna SINGAPORE Kuala Lipis Bangkok 


ROYAL INTEROCEAN LINES 


Regular freight- and passenger services : 
ARGENTINA 
AUSTRALIA 
BRAZIL 
CHINA 
EAST- AND SOUTH AFRICA 
HONGKONG 
INDONESIA 
JAPAN 
MALAYA | 
MAUBITIUS 
PHILIPPINES 
URUGUAY 


Agents; HHOLLAND-EAST ASIA LINE 


FAR EAST—EUROPE V.V. 


Transhipment cargo to West Africa. 


HONGKONG : ‘SHANGHAI: 
KING'S BUILDING, _ || 183 SZECHUEN ROAD C., 
TEL. 28015-28016-28017 TEL. 16247 


: THE CHARTERED BANK OF INDIA, 
~ AUSTRALIA & CHINA 


unas in England by Royal Charter, 1853, 


Capital, Stock, — & Issued... ees eee & 3,000,000 
eserve Fund... ... win 
Reserve Liability of £ 3,000,000 


HEAD OFFICE—LONDON 
38, Bishopsgate, E.C,2, 


West End Branch: Manchester Branch: 
28, Charles II Street, 52, Mosley Street 2. 
Haymarket, 8. W.I. Liverpool Branch: 


| 27, Derby House, Exchange Buildings, 
AGENCIES & BRANCHES: 


SINGAPORE BRITISH PHILIPPINE 
Amritsar NORTH BORNEO REPUBLIC 
Bombay Jesselton Cebu 
Calcutta Labuan (Agency) Lloilo 
Caloutta, MALAYAN Sandakan Manila 
Delhi Alor Star- Miri - CHINA 
Madras Klang (DOI "Shanghai 
New Delhi oe Lumpur Diakarte Tientsin 
PAKISTAN Butterworth JAPAN 
Ohittagong Penang Office FRENCH Tokyo 
Karachi ort INDO.CHINA Kobe 
Seremban Haiphong 
Colombo Saigon 
Teluk Anson kok GERMANY 
Rangoon Bbu Hamburg 


NEW YORK AGENCY:—66, New York City, 6 N.Y. U.S.A. 
| Not yet re-opened. 


FOREIGN EXCHANGE and General Banking 


Business transacted. 

OURRENT ACCOUNTS opened and 
DEPOSITS received for One Year or shorter 
at rates which will be quoted on application. 


SAVINGS ACCOUNTS also opened in Local 
Currency with interest allowed at rates obtainable on 
application. | 

The Bank’s Head Office in London undertakes 
-BXECUTOR AND TRUSTE business, and claims recovery 
of British Income Tax overpaid, on terms which may be 
escertained at any of the Agencies and Branches. 

A. J. BIRD 


Manager. 
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WHEREVER in the World British Mer- 
@ chants have gone on their lawful occasions 
2 they have gained repute by their qualities of © 
commercial honesty and efficiency. 


CARRYING with them the British tradition — 
of Law and Justice, of family life and the 
spirit of sportsmanship they have established | 
the British way of life ameee the people with 

whom they dwell. 
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SINCE Trust Corporations have won the 
confidence of the public of Britain as their 
Executors and Trustees, it was natural that 
the benefits they. confer should be made 
available to the people of the Colony of Hong 
Kong, the Far Hast and all who have interests | 
there. 


Ceneval at gen ts for 
CHINA NAVIGATION CO., LTD. 
BLUE FUNNEL LINE 


AUSTRALIAN—ORIENTAL LINE 


IT WAS also fitting that The & 
Shanghai Banking Corporation should be the | 
pioneers in promoting such a Trust Corpora- | 
tion on the China Coast whereby fiduciary | 


services of every description are made avail- | 
able to all by the 


HONGKONG & SHANGHAI BANK. HONGKONG 
TRUSTEE) LTD. 
‘the Trust Corporation of | 
THE HONGKONG & SHANGHAI BANKING CORPORATION | 
HONG KONG 


FOR ALL AIR LINES 


1, CONNAUGHT ROAD CENTRAL. a 
TEL. 30331/8 


Butterfie 


OTT COMPANY LIMITED 


French Bank Building, 2nd floor, 5 Queen's Road Central, 
Hong Kong | 
Telegraphic Address “OTTEM” Telephones: 34107, 32923, 32589. 


IMPORTERS OF EXPORTERS OF ASSOCIATED COMPANIES | 
| Building Materials South China Preteey, : Eastcrn Mining and Metals Co, Ltd. 


coment Iron Ore 
: China & Earthen ware | | | Eastern Trade & Finance Ltd. 
Cotton & Woollen piece goods 


General Merchandise "REGISTERED OFFICE. Ott & (Malaya) Lia: Singapore 
Metals Follet & Co., anton & 


Steel Strapping Hongkong Eastern Shipping Co. Lid. 
Welding Rods & Flux 5. A i 


Window Glass & Sheet Glass Societe A. M. E. ) W. N. A. oe & Co. 
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Union Commerciale 


36884. 


Edinbirgh House. 


< 


“Export Sales Office of: 
John Cockerill. 

‘Forges de la Providence, 

Sambre et Moselle, 


Semi- finished and 
‘Finished Steel Products. 
i BELGIAN SALES AGENCY 


‘ 


ANY 


SUPER AIR SERVICE 
FAR EAST—EUROPE BY LUXURIOUS DC-6 


FLY ABOVE THE: WEATHER—IN PRESSURIZED 
AIR-CONDITIONED, RADIANT-HEATED CABINS. 
SMOOTH—SWiFT—SILENT 
EVERY FRIDAY 


TO LYDDA, ROME, ZURICH, FRANKFORT, COPENHAGEN, STOCKHOLM 
CONNECTING ‘TO 18 EUROPEAN COUNTRIES 


35884. 


"303° Edinburgh House. 


Manufacturers’ Representatives. 


"Window Sestions & Sash Bars. 


“UCOMETAL™ 


PHONE : TELEGRAMS : 
“DEJON” 


TO NEW YORK VIA GLASGOW 4 ires - Wi ing - 
TO BUENOS AIRES VIA TRECIFR, BIO DE JANEIRO Ware Netting Steel Wool 
Copper .& Brass : Rods - Sheets - Wire. 
General Agents for oe mig, Macau and. South China; 5 Printed - Figured - Wired Glass. 8 
‘ THORESEN & .CO., LTD. . ¢ Blankets - Cellophane - Cement - Paper. > 
Queen's Building, Top Flor __‘Tel, $1241-2-3 5 
Fly atoncer 
For business, for holidays... .for any reason, B.0.A.C, with its great mileage of world- = 
wide routes to’51 countries on all six continents will take you there swiftly and in : ‘ 
‘ comfort, Complimentary meals served en route; no tips or extras. It’s all part of J 
 BO.A.C.’s 31-year-old. tradition of Speedbird service. and.experience, 
B.O.A.C. TAKES GOOD CARE OF YOU 
: WITH SERVICE THAT MAKES YOU FEEL AT HOME... 
Information & Bookings: Jardine, Matheson & Co., Limited, 14-16 Pedder St., 3 
H.K., Tel. 27765-6, 1 Peninsula Arcade, Kowloon. Teli 59161-2-3. ‘ 
©. (General Agents in H.K. & China) 
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BRITISH OVERSEAS AIRWAYS CORPORATION 


WITH QANTAS EMPIRE.- 


WAYS LIMITED, TASMAN EMPIRE AIRWAYS LIMITED. AND. SOUTH AFRICAN. AIRWAYS... .. 
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The Future of Private Enterprise 


For the first time since his re- 
turn from Moscow, Mr. Mao T’se- 
tung has allowed himself the pri- 
vilege of speaking in public rather 
more freely than might have 
been expected. His 
ment had long been awaited and 
came as a relief in that, cautious 
and reticent as it might be in 
some respects, it gave the listen- 
ing world a glimmer of.-light on 
the present position in China and 
its future possibilities. 


Mr. Mao was quite frank in his 
criticism of the Communist Party, 
pointing out that their “blindness” 
in directing China’s economic life 
was pushing the country towards 
ruin. This was straight from the 
shoulder and should bear fruit. 
He also urged the reduction of 
onerous taxes and the necessity 
of lightening the burdens of the 
people; pointed out the reckless 
waste of public funds and the 
need to provide relief against in- 
creasing unemployment. Further 
he urged agrarian reform, not by 
way of seizing the property of 
rich peasants, which in itself is 
hampering farm productivity, but 
by the lifting of taxes and by pro- 
viding increased facilities. His- 
tory shows that in all economic 
unheavals one of the most popular 
methods towards obtaining 
agrarian reform has been an on- 
slaught against those who have 
shown sufficient enterprise and 
initiative to raise themselves 
financially above their fellows. 
The wealthier peasant, who is 
particularly noticeable amongst 
his poorer comperes, immediately 
attracts the notice and ire of those 
around him and becomes in 
thought a promising avenue for 
the acquisition of wealth. 


Mr. Mao has now exposed this 
tendency realising that the pro- 


announce- 


ductivity of the land in China de- 
pends at present almost if not 
entirely upon those peasants who 
are able to cultivate on a rather 
more scientific basis than their 
neighbours. He also referred to 
the size of the army, which has 
largely been drawn from the pea- 
sant classes, thus depriving the 
land of necessary workers. A seri- 


ous problem has therefore arisen - 


in agrarian circles which Mr. Mao 
has undoubtedly seen for himself. 
In fact the lack of comprehension 
on the part of the new adminis- 
trators of agricultural needs has, 
according to reports, 
glaring that in some areas coun- 
try youths have been compulsorily 
drawn from the village for mili- 


tary training, not for the army 


which is already unwieldy and 
expensive, but as future guards 
for their own communities. At 
the end of their training the more 
inept are returned to their homes 
while the promising are sent to 
urban districts for further tuition. 


This method indicates a constant. 


drain on the country’s man power 
and leaves the urgent work to 
women and children and the aged. 


While the attempted rectification 
of these abuses is all to the good 
and will ensure the full sympathy 
of the foreign communities, in 
China Mr. Mao’s statement that 
government would not yet abolish 
what remains of the “capitalist” 
system is more important to mer- 
chants who are speculating what 
the future holds for their indivi- 
dual enterprises. It is significant 
that Mr. Mao employed the phrase 
“what remains.” Be that as it 
may the head of the new regime 
has now definitely stated that in- 
dividual enterprise will not be 
entirely eliminated and this an- 
nouncement itself should 


been so 


come as an answer to some of the 


- queries raised in the annual report 


of the British Chamber of Com- 


merce in Shanghai. It is natural-. 


ly well understood that this con- 


cession has arisen from necessity. 
inclination, but the 


rather than 
fact remains that business enter- 
prises though controlled, will un- 
til such time as the country’s 
economy is in a position to war- 
rant such drastic change, be allow- 
ed to operate. Mr. Mao did not 
however, minimise the heavy 
taxation, which is the main cause 
of the straits in which some firms 
already find themselves while 
others are obliged seriously to 
consider the feasibility of carry- 
ing on in the hope that “things 


will improve.” 


If Mr. Mao is serious in his con- 
tention that parts of the capitalist 
system are still indispensable, and 
there is no reason to think other- 
wise, he must also envisage the 
necessity of giving that same 
system a chance of functioning 
even though restricted. The ob- 
servations of the Shanghai Cham- 
ber of Commerce on the question 
of taxation are interesting, for 
while it is agreed that the “vigor- 
ous measures to extend the scope 
of taxation and collect promptly 
have been major factors in the 
stabilisation of the Jenminpiao,” 
Shanghai industrialists are unable 
to bear the weight imposed upon 
them much longer. Not only have 
they to bear direct taxation on 
business; but state monopolies, 
difficulties over procuring foreign 
exchange and the introduction of 
the link system under which raw 
cotton, for instance, can be import- 
ed only against a corresponding 
value of exports of cotton textiles, 
have rendered business practical- 
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More Flats for Army Families 


An agreement is believed to be near- 
ing the final stages for the erection on 
a site at Argyle Street, Kowloon, of 
eleven blocks, comprising 66 flats, for 
occupation by the families of Army 
personnel, stationed at Hongkong. This 
project may be the forerunner of other 
schemes to relieve the acute local short- 
age of married quarters available to 
the Services. The site proposed has an 
area of 100,000 square feet and was 
believed to have been inspected recent- 
ly by Mr. Strachey; the Secretary of 
State for War. 


It is understood that negotiations for 
a twenty-one year lease of the site at 
Argyle Street have been handled by 
Messrs. Harriman Realty Co., Ltd. The 
developers of the site are the Hongkong 
Realty and Trust Co. Ltd., and pre- 
liminary arrangements with contractors 
for foundation and building work have 
already reached an advance stage. In 
the circumstances operations on the 
site could start within seven days of 
the conclusion of negotiations. The 
buildings will be ready for occupation 
six months thereafter. 


ly impossible, providing “almost 
no scope for the British importer, 
who could not import goods for 
which he was unable to remit pay- 
ment.” Conditions in Shanghai 
at present are not such as to en- 
courage exports, so the manufac- 
turers are in a vicious circle un- 
less the Government chooses to 
extricate them. 


- These and many other restric- 
tions such as overwhelming land 
taxes in various forms which 
make property a burden rather 
than an asset, as the Chamber’s 
report tersely points out, are 
helping to make all enterprise ex- 
tremely hazardous, deterring any 
entry into commitments which 
might prove disastrous and impos- 
sible of fulfilment. 


Until the businessman’s position 
as an economic stabiliser is fully 
recognised by the new regime, the 
Chinese people must continue to 
suffer. Mr. Mao’s speech how- 
ever, gives reason to hope that 
the new authorities are learning 


through hard facts that while the 


goose is a fine bird, its golden eggs 
are still more profitable than its 
aead body. 


Hongkong’s Lamp Industry 


(1) Kerosene Lamps 

One of the Colony’s growing indus- 
tries, the kerosene lamp industry, 
whose products compare favourably 
with those of its competitors in the 
world, is facing difficult times ahead as 
a result of the shrinkage of its foreign 
market. Import restrictions, civil war- 
fare, social disorder and _ unstable 
economic conditions in India, South- 
east Asia and the Middle East, the 
biggest market for Hongkong lamps, 
have greatly reduced the demand for 
these products. 

According to statistics compiled, the 
export trade for the first four months 
of this year is as follows: | | 


Pressure Hurricane 
Lanterns Lanterns 
$ 77,343 $ 64,044 
45,045 25,965. 


The above figures show that while in 

March exports for this year spurted to 
$150,768 and $128,241 respectively, the 
situation could not be maintained. 
April figures indicated a 200 per cent 
drop, and the situation is not likely to 
improve in the immediate future es- 
pecially as business during the “lean” 
months from May to September is 
usually slack. 
There are five manufacturers of 
pressure lanterns in Hongkong, namely, 
the Union Metal Works, Great Wall 
Metal Works, Shu Kee Copper and 
Iron Works, Wing Tung Metal Works 
and Yuen Kwang Metal Works. 

Leading the field is the Union Metal 
Works, Chinese owned and managed 
company, whose popular “Solar” pres- 
sure lanterns have won _ recognition 
among lamp manufacturers and users 
in the world. This factory, which 
manufactured bicycles prior to the out- 
break of World War II, was reorgan- 
ized in 1946 to manufacture lamps. 
Capitalized at $1 million, it is equipped 
with automatic machines of the latest 
model. Under the direction of foreign- 
trained technicians, 350 workers, using 
imported raw material, turn out month- 
ly at their Kowloon factory a total of 
approximately 12,000 lanterns—of both 
200 and 300 candle-power. 

“Solar” lanterns are patterned after 
the German-made “Petromax” of pre- 
war days. They are made with a heavy 
base that serves as a fuel fount equip- 


ped with a built-in pump that com-— 


presses air in the fount. The air forces 
fuel upward through a small pipe into 
a generator that spews the fuel out in 
a tiny mist, as an atomizer does, 
through the burner tip. To this is tied 
a rag mantle that looks like a small 
bag made of mosquito netting. The 
mantles are made of rayon that has 
been saturated with a solution of 
thorium, an element that is an ingre- 
dient of the atomic bomb. 

After being fixed to the burner, the 
mantle is set on fire before the fuel is 
turned on. The rayon is thus consum- 
ed, leaving a_ skeleton of thorium, 
which, when the fuel is turned on and 
a match applied, produces light by 
burning the fuel at intense heat inside 


the mantle, which acts something like 
a filament in an electric bulb. Thorium 
has one of the highest melting points 
of any known metal, and during the 
operation of the lantern, the mantle 
reaches and holds a_ temperature of 
about 3,000 degrees Fahrenheit. 

The Great Wall Metal Works, with 
its “Trainite’ brand, “turns out 2,000 
lanterns monthly while the Shu Kee 
Copper and Iron Works—established in 
1925 and the oldest repair shop—has a 
monthly output of about 1,000 lanterns. 


Better known among.-its brands is the 


“Rocket.” The other two manufac- 
turers are small operators; the Yuen 
Kwang Metal Works still being mainly 
a repair shop. 


Export Markets 

Of the foreign market for pressure 
fanterns, India until April-May last 
year was the biggest consumer, claim- 
ing one-fourth of the export trade. The 
sudden imposition of a ban on imports 
by the Indian Government, however, 
brought abput a new situation, and al- 
though this. stringent measure has 


since been somewhat relaxed with the 
lifting of the ban and its substitution | 


by an import license system, the mar- 
ket is still unsteady. 

As the second biggest buyer, 
accounted for 20 per cent of the export 
trade, but owing to an overstock, or- 
ders have been reduced. Iran, once a 
good customer, has since March this 
year not issued a single import license. 


Internecine warfare and-economic and 


social unrest have relegated Burma, 


Indonesia, Malaya and other areas in | 


the Middle East—all potential buyers— 
to secondary positions. March figures, 
however, showed the West Indies as 
leading among the importing countries 
—a fact which should bear close 
watching. 

A word here about China would 
not be out of place. While this has 
never been seriously considered a mar- 
ket for Hongkong’s kerosene lamp 
owing to their being among the list of 
articles prohibited entry by the Chin- 
ese Government, because of the coun- 
try’s propinquity such products used 
to trickle in through smugglers, thereby 
accounting for a certain percentage of 
the sales. But since the cessation of 
regular shipping between here and 
China ports last year, this unofficial 
market is lost altogether. 


Foreign Competition & Prices | 
Hongkong’s lamp manufacturers have 
to contend with such world-known 
brands as the U.S. “Coleman,” “Col- 
max” and “Sun Flame,” the Swedish 
“Primus” and “Optimus” and _ the 
Italian “Solex” and “Tirenia.” That 
they have been able to hold their own 
against such formidable competition is 
due to their low prices made possible 
by cheap labour costs. The difference 
of prices between the foreign and local 
products may be gauged from the retail 
prices here. Whereas the imported 
lanterns of 300 candle-power are sold 
at prices ranging from $45 to $90, local 
goods are priced at $30 to $40. The 
Italian “Solex” alone is sold at a price 
lower than the Hongkong product with 


Siam 


44206 40 


i 
tc 
H 
| 
| 
| 


1950 


7193 


the result that it enjoys a good market 
in Egypt and Libya, although it is said 
to be poorer in quality. 

Hurricane Lanterns 

There are only two manufacturers of 
hurricane lanterns in the Colony, these 
being the World Light Factory and the 
Chung Mei Factory. The daily output 
of the former, which at its peak pro- 
duced 500 dozen lanterns, is 200 dozens 
while the latter’s output is about 100 
aozens daily. 

For these lanterns the golden era 
was in 1947 when the annual export 
totalled $4,356,721. This figure dropped 
to $2,984,766 in 1948 and $680,293 in 
1949. The decline of the industry is 
attributable to several factors. With 
India—-which claimed 65 per cent of 
the export trade—ruled out because of 
the import ban last year and the in- 
creased cost of raw materials, etc., the 
manufacturers have been hard put to 
it in maintaining present conditions. To 
cope with the competition, therefore, 
they have resorted to cutthroat tactics 
which only added to their difficulties. 
Conclusion | 

In face of the temporary setback to 
its foreign trade, the local lamp indus- 
try is seeking new outlets and exploring 
new fields for. marketing its goods. 


Possibilities of extending its activities 


to South America are being studied. 
South America, with its many mines, 
oil wells, rubber plantations and fish- 
ing junks, where the metal and elec- 
trical industries are comparatively 
backward, offers a good market, though 
a limited one. 

But the future of the industry still 
hinges on conditions in its biggest 
market—India, Indonesia and the Mid- 
dle East. In the ovinion of the manu- 
facturers, once normal economy is 
restored, social conditions are stabilized 
and restrictions are relaxed in these 
countries, their goods will recapture 
the market, as their low prices and 


excellent quality of such products are . 


selling points which few 


buyers can 
afford to ignore. 
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Hongkong Aviation Notes 


Traffic at Kai Tak 


In addition to the flights by regular 
users to and from Hongkong Airport, 
shown on the accompanying table, the 
airfield was also used by the following 
according to the monthly report of the 
Hongkong Dept. of Civil Aviation:— 


Arrivals Departures | 
No. of No. of No. of No. of 


| A/e Pass. A/c Pass. 

Air Carriers .. 2 — 2 22 

Flying Tigers 2 — 2 62 

Etab.. Roger 

— — 1 

Mr. Cosara ... — — 1 — 

1 4 1 30 
5 4 7 117 


The 24.8 tons of mail and 142 tons 
of freight received and despatched 
from the airport during May were a 
considerable increase over the figures 


for April of 23.5 tons and 111.7 tons 
respectively. 


The total of 445 commercial move- 
ments was a decrease of 32 against the 
total for April of 477, but the number 
of passengers travelling by air 7,068 
showed an _ increase of 447 over the 
previous month. The daily average 
movement was 14 aircraft and 228 
passengers. 


Training and Service Flights 


In addition to the regular users, the 
airfield was also used by the following: 


Local training and test flights ....... 1,249 
Service — non-local 89 


Service flying showed a decrease as 
the result of the move of some military 
aircraft to a New Territories field. 


Works and Buildings 


The resurfacing of the main runway 
was completed on May 28. Flights by 
a jet fighter aircraft showed that dam- 
age could be caused to the new asphalt 
surface and a temporary runup area 
was prepared. 


The new taxy track showed signs of 
subsidence and an_ investigation was 
made by the P.W.D. 


Air Traffic Control 


The total air movements of 
gave an average of 101 a day. 

Air Traffic Control was responsible 
for the control of the R.A.F. Flying 
Display on May 20 but after two items 
the programme was cancelled through 
deterioration of the weather. 


3,139 


Accidents 7 


On May 11 a Ryan light aircraft Vr- 
HDM of the Far East Flying Training 
School Ltd. had an engine failure on 
takeoff and landed in the sea. The 
aircraft turned over but the two occu- 
pants managed to get clear and were 
picked up uninjured. 


Aeradio 
The total traffic during the month 
(fixed, mobile and _ meteorological) 


handled at Kaitak was 21,226 messages 
of 433,099 words. 


RUBBER ESTATES OUTPUTS 


Outputs from the Rubber Companies 
for which A. R. Burkill & Sons, Ltd., 
are Secretaries &/or General Managers: 


Total this 

Output for Financial Year 

May, 1950 to date 

lbs. lbs. 

Se re 6,200 317,000 ( 5 mths.) 
Consolidated 100,300 514,700 ( 5 mths.) 
Dominion 297,503 ( 5 mths.) 
Kota Bahroe .. 70,500 762,500 (11 mths.) 
Sungei Duri ... 67,500 742,600 (11 mths.) 


Shanghai Pahang 45,400 520,300 (11 mths.) 


17,103 333,665 ( 1 mth. ) 
Shanghai Kedah 100,400 810,687 ( 8 mths.) 
. Tanah Merah .. 100,080 188,290 ( 2 mths.) 


Thousands of documents can be copied accurately 
and rapidly on a roll of Recordak Microfilm, requir- 
ing only 2% of the original filing space. 


T * INCH FS” ‘FILING SPACE 


You can calculate it in inches if you use the 
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EASTMAN KODAK COMPANY 


14, QUEEN'S ROAD CENTRAL, 1ST FLOOR, TEL. 31054 


HOW DO YOU 
CALCULATE 


| 
- 
| 


FAR EASTERN ECONOMIC REVIEW 


June 22 


Post-War Course of Japanese Economy 


1. Two Features of Post-War 
Economies:—Underproduction 
and Inflation 


The four years and a half since the 
end of the war have seen Japanese 
economies struggling out of the des- 
perate confusion in which it was 
floundering, and after taking a zig-zag 
course, finally emerging under Ameri- 
can aid into stabilized order. Of course 
the present plane attained by Japanese 
economies may be still too low to be 
called real stability, and the prospect 
may not be unconditionally optimistic, 
and yet there is reason to believe the 
trend to economic revival since 1948 
is genuine and lasting. Among the 
other factors, the various 
economic and financial policies based 
on the “Nine Points,” which are aimed 
at the extinction of the raging inflation 
have proved highly effective in econo- 
mic stabilization during the past year, 
though their enforcement has not been 
without various frictions in the mean- 
time. 

The two outstanding features of the 
post-war economies were an extreme 
underproduction of goods due to the 
consumption and damage during the 
war, and an inflation due to the deficit 
finance. In Japan, whose national 
economy suffered an over-all destruc- 
tion by the war, the above two features 
are to be interpreted not as temporai 
phenomena of unbalance, but as those 
rooted in a fundamental change of the 
economic organization. 


Underproduction 


The underproduction had already 
started during the early days of the 
war, but it took a sharp course of ag- 
gravation, when in 1944 Japan became 
cut off from the supply of raw materials 
from the South Seas and the Asiatic 
continent and when subsequently she 
had her 
pletely destroyed by Allied bombing 
on the full scale. In the observation 
of the continuous decline of the pro- 
duction indexes in the mining and 
manufacturing industries, it should be 
remembered that though it is to some 
extent to be accounted for by the post- 
war circumstances, its decisive cause 
is to be found in the above-mentioned 
circumstances during the war. The 
hopeful thinking once prevalent that 
with the end of the war the civil in- 


dustries would as rapidly develop as . 


the military industries would cease, 
had to burst like a bubble, when Japan 
was faced with the baffling problem of 
how to feed a population of 80,000,000, 
providing the daily minimum of 1,500 
calories a head, while her territory 
had been reduced to less than 60 per 
cent of what it was in 1930-34, and her 
economic sphere had been narrowed 
down to the utmost, and she had to 
depend upon her diminished productiv- 
ity, which in mining and manufacture 
was 30-40 per cent, and in agriculture, 
forestry and fisheries 20-80 percent of 
what they used to be. 


series of. 


industrial equipments com- 


Inflation 


The inflation, which 
the underproduction characterizes the 
post-war economies, was appearing, 
strictly speaking, when in 1941-2 the 
Bank of Japan’s amount of note issues 
began to increase while the black mar- 
ket on a small scale came into being, 
but the full dress inflation came to the 
front with the sudden increase of note 
issues, just after the surrender. 

The people’s purchasing power, 
hitherto restrained during the war time, 
became fully active in the third month 
after the war, their savings being drawn 
more and more from the banks so as 
to bring about a steadily growing in- 
flation. Moreover, the reckless spend- 
ing of the post-war confusion, added 
to the aggravating inflation. Finally 
the urgent situation compelled the gov- 
ernment to have recourse to a change 
of currency. This measure succeeded 
indeed in at once decreasing the 
amount of currency and consequently 
in checking the extravagance in the 
general consumers’ life. But the im- 
prudent financing of the industries to 
relieve them of the stringency of funds 
soon led to a_ relapse into inflation. 
Again, in 1947 the adoption of the so- 
called priority-production policy en- 
tailed a remarkable increase of cur- 
rency through the release of the 
Treasury’s funds and the financing by 
the Rehabilitation Finance Bank. This 
inflation due to the financial policy 
progressed like a wild fire, so much so 
that all attempts to check or stop it 
proved without exception to be failure. 
It was only brought under control 
when the “9 Point Program” enjoined 
by America in 1948 was enforced by 
the Japanese Government under the 
energetic guidance of Minister Dodge. 


together with 


2. External Conditions of Economic 
Reconstruction 


The cure of the underproduction was 
the central problem for economic re- 
construction. The conversion of na- 
tional economic life from the war-time 
footing to the peace-time one required 
fundamental changes in its organiza- 
tion, and its reorganization was des- 
tined to play a decisive role in setting 
up the system for the future produc- 
tion. Yet these problems were not for 
Japan to solve. 

In this sense the principles of the 
Allied policy towards Japan assume 
important bearings on her economic 
reconstruction. Those principles are 
(1) demilitarization of Japan’s econo- 
mies (2) preparation for collection of 
reparations, and (3) out-and-out en- 
forcement of economic democratization. 
Demilitarization in the marrow sense 
was finished by the end of 1945, but 
the distinction between the military 
industry in the broad sense and the 
civil industry was not always clear. 
The problem of reparations collection 
had naturally remained unsolved as it 
should be until the conclusion of a 
peace treaty, but in the days immedi- 
ately following the end of the war 
Japan could not hope even for the de- 


gree of the moderation of the terms 
contained in the MacCoy announcement. 
in May, 1949. As for economic demo- 
cratization. it was carried out as the 
basic formula for post-war reconstruc— 
tion so vigorously that by 1947 many a 
radical reform had been accomplished. 

Economic democratization has taken 
the form of the Anti-Monopoly Law 
and the Excessive Economic Power 
Decentralization Law in the line of 
business; and of the agrarian land re- 
form and the formation of farmers’ 
cooperative associations in the field of 
agriculture; and of the encouragement 
of the labour uniom movement and the 


enactment of various labour laws of 
the progressive nature as far as labour 


relations are concerned; and all these 
measures have produced deep and ex- 
tensive results in national economy. Of 
course the aim of economic democra- 
tization was not to hamper the progress 
of the economic revival, but on the 
contrary it was to provide the founda- 
tion on which to build up a sound na- 
tional economy. But as a matter of 
fact, since these measures were too 
drastic for the actual Japanese social 
conditions, they became responsible for 
obstructions to reconstruction not in a 
few cases. 


3. Stages of the Post-War Course of 
Japanese Economies 


For convenience sake, the post-war 
course of Japanese economies is here 
divided into four stages. The first. 
stage comprises the period from August, 
1945 to February, 1946, in which month 
the measure of change of currency was 
taken. The second period covers the 
months from February, 1946 to the end. 
of the year, during which there existed 
no plans for reconstruction, so confu- 


‘sion reigned unchecked over the econo- 


mic world. The third period was the 
whole of 1947, which may be regarded 
as marking the incipient economic re- 
vival, with the priority production 
policy as its guiding principle. The 
fourth period comprised the whole year 


of 1948, with the American Govern- 


ment’s presentation of the “9 Points Pro- 
gram,” which may be regarded as the 
period of regular economic order in the 
making characterized by active aids 
from American and by loud clamours for 
foreign capital induction on the part of 
Japan. Having traversed these four 
stages, Japanese economies have merg- 
ed to reach the present condition of 
comparative stability, which owes a 
great deal to the rigorous enforcement 
of what is called the “Dodge line” 
aimed at the arresting of the inflation— 
ary tendency. The progress of Japan— 
ese economies from the war end to the 
Dodge line is traced more in detail 


through these four stages in the follow— 
ing. 


(a) First Stage—Confusion 
(August, 1945—February, 1946) 


Utter chaos prevailed in the econo- 
mic world during these six months 
causing the production to fall rapidly 
and sharply. For instance, the pro- 
duction of coal was reduced from 
1,670,000 tons in August, the, month of 
termination of hostilities, to 550,000 
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tons in November, while that of ordin- 


ary steel diminished from 12,000 tons 


in August to 8,000 tons on the monthly 
average during the period from Sept- 
ember till November. Under’ these 
circumstances, the industries in gener- 
al became practically suspended, and 
the shortage of fuel compelled the rail- 
way service to be curtailed. 

As to the currency situation, the 
issue of the Bank of Japan notes show- 
ed a sharp rise chiefly on account of 
the random payment of war funds that 
was. started immediately after the 
cessation of the war. In only half a 
month, Y13,700 million was defrayed. 
By the time the urgent currency mea- 
Sure was taken in February of the 
following year, Y43,200 million of war 


funds had been defrayed with the re- 


sult that the total issue of banknotes 
attained Y61,800 million. In Novem- 
ber, SCAP issued directives ordering a 
financial reform, etc. for checking the 
increasing issue of banknotes. In spite 
of such measures, people draw away 
their deposit for the purpose of main- 
taining their living therewith or con- 
verting it into goods. It was utterly 
impossible to check the tendencies to- 
wards an inflation. In this way, the 
inflation, of which the latent power had 
been developed during he war, here 
showed itself explosively, causing an 
acute rise in the prices of commodities. 
On the whole the index number of 
blackmarket prices of consumption 
goods doubled itself during the five 
months from September, 1945, to Feb- 
ruary 1946. The social confusion and 
shortage of materials caused by the 
defeat in the war made _ blackmarket 
transactions remarkably active and 
spurred the inflation and conversion of 
money into goods. To make the matter 
worse, the food unrest was deepened 
extremely at this time by the lean rice 
crop for the 1945 rice year and the 
poor rice delivery. Most of the people 
were obliged to invest all of their 
savings and earnings in foodstuffs. Con- 
sequently, people spoke of “Foodstuff 
inflation.” 

The above-mentioned circumstances 
aggravated the critical. condition of 
the ;national life. The general social 
unrest served to forward the labour 
movement. The number of strikes in 
each month increased rapidly from 1 
in August to 32 in October and 218 in 
January. The number of strikers in- 
creased accordingly. That is, it in- 
creased from 129 in August to 67,292 
in October and more than 220,000 in 
January. Most of those labour troubles 
were activated by a demand for a 
Wage increase with which to protect 
their livelihood from the threat of the 
inflation. 


(b) Second Stage—Hesitation 
(February, 1946—December) 


To curb the inflation that was rapid- 
ly progressing during a half-year that 
followed the termination of the war, 
the Government enforced an exchange 
of currency and collection of property 
tax. That is to say, every one was 
compelled on February, 1946, to ex- 
change a certain amount of his money 
for new currency and to deposit the 


rest of his money in banking institu- 
tions. Consequently, the issue amount 
of the Bank of Japan notes, which 
stood at Y61,800 million on February 
18, diminished to Y15,200 million on 
March 12. At the same time, property 
survey was carried out to facilitate the 
collection of property tax; urgent food- 
stuff measures were taken and price 
control and production and distribution 
control of goods were intensified. 

The currency that was decreased as 
mentioned above, however, began to 
increase again. In September, the issue 
amount exceeded the level in February 
and it reached Y93,300 million at the 
end of the year. The first reason is 
that the money that was once compul- 
sorily deposited in financial institutions 
was drawn with an increase in the 
living expenses. Secondly, additional 
budget bills were passed twice with 
the result that the sum total of the 
general account and special accounts 
contained Y60,500 million of public 
bonds and loans. And the Government’s 
funds released represented 42 per cent 
of the increment in the Bank of Japan 
note issue. Thirdly, as the principal 
means for promoting production, large 
amounts of funds were’ supplied to 
private concerns and individuals. That 
is, the credit that was extended in New 
Yen by banking institutions all over 
the country attained more than Y40,000 
million at the end of the year. Here- 
upon, an inflation again began to pre- 
vail, despite the  inflation-curbing 
measures taken at the beginning of the 
year. This inflationary tendency wor- 
sened the straitened living condition of 
the masses. The official prices of 
commodities were raised by more than 
50 per cent on an average in March. 
As to blackmarket prices, they showed 
a slight fall for a little while as the 
result of the currency contraction. But 


they began to rise sharply in Novem-- 


ber again. The food situation had been 
worsening since the first stage. Toward 
the end of June, rationing of food in 
cities was delayed by more than 20 


days. All the efforts of the Govern-. 


ment to meet the situation were fruit- 
less. At the last stage of dearth, how- 
ever, a large quantity of imported 
foodstuffs were released. By this, the 
food crisis was tided over. This critical 
food situation resulted in flowing of 
money into farming communities. Ac- 


cording to a survey conducted at the 


end of May, 1946, it was estimated that 
51.8 per cent of the total amount of 
currency in circulation had flowed into 
rural communities. 

The labour movement which had 
been started during the first stage was 
made more active during this stage. 
The labourers who participated in the 
March strikes numbered 73,000. The 
enforcement of the Trade Union Law 
in‘ March increased the number of 
trade unions from 500 with 380,000 
members at the beginning of the year 
to 17,000 with the membership of 
4,400,000 at the close of the year. Be- 
sides making a request for an increase 
in wages, trade unions began, in the 
name of democratization of industry, to 
control production. This was a new 
type of a strike. 


With the development of the labour 
situation, management got rid of the 
stupor after the cessation of the war 
and reconstruction of industries through 
conversion into peace-time industries 
and through supply of funds was plan- 
ned. Fertilizer production and cotton- 
spinning industry was rehabilitated to 
a remarkable extent. But the produc- 
tion index of the mining and manu- 
facturing industries, which stood at the 
beginning of the year at 17.3 with the 
prewar level (the average from 1933 
to 1935) as the basis, rose only to 37.9 
by the end of the year. 


(c) Third Stage—Priority Production 


(January, 1947—January, 1948) 


The rehabilitation of the industrial 
and mining production during 1946 was 
very slow. The underproduction was 
not overcome. The coal production, 
which is essential to all other branches 


‘of industry, was still inactive. The 


power-supply was insufficient due to a 
drought after October. This insuffi- 
ciency in power-supply, together with 
the shortage of raw materials for in- 
dustrial production, aroused much dis- 
cussion on the coming of a production 
crisis. It was at this time that the so- 
called priority production formula was 
enforced. This formula was designed 
to raise the production of basic produc- 
tion goods, such as coal, iron and steel, 
by giving priority to their production. 
Through preferential allocation of raw 
materials and funds, the coal output 
increased in 1946 from 20 million tons 
to 27 million tons; the production of 
ordinary steel material increased from 
290,000 tons to 480,000 tons. The index 
number of the industrial and mining 
production rose from 33.4 in January, 
1947, to 49.4 at the year’s end. Indus- 
tries in general were victimized by the 
above-mentioned preferentially-treated 
basic industries, crude oil was more and 
more imported from the United States 
and various urgent measures were 
taken for the coal production. But 
what is most noteworthy is the supply © 
of a huge amount of industrial fund 
by the Rehabilitation Finance Bank 
started in January, 1947. The major 
part of the fund was supplied through 
increased issue of the Bank of Japan 
notes. It is true that Y40,000 million 
of currency released during the year 
through the channel of the Rehabilita- 
tion Finance Bank aggravated the in- 
filation. But it is undeniable that the 
fund thus furnished did much towards 
the industrial restoration.. During this 
stage, the Government special accounts 
showed a red figure of Y73,000 million 
(Y60,500 million for the preceding fis- 
cal year). Accordingly, even the State 
finance itself spurred the inflation. 


In short, the enforcement of the 
priority production formula and the 
increased importation of essential pro- 
duction materials brought about a con- 
siderable increase in production. But 
the inflation was thereby aggravated 
remarkably, which weakened the foun- 
dation of enterprises and kept the na- 
tional life in destitution. oi 


7196 


FAR EASTERN ECONOMIC REVIEW 


June 22 


The labour movement 
tremely political and the February 1 
general strike was about to break out, 
when SCAP ordered its halt. By the 
National Public Service Law enacted in 
October, restriction was placed upon a 
too radical labour movement. But the 
trade union movement became still 
more vehement. In December, strikes 
numbered as many as 138 with 1,930,- 
000 participants. 


Fourth Stage—Revival 
(February, 1948—December ) 


“The Finance White Paper” prepared 
by the Government ascribes the aggra- 
vation of the inflation during 1947 to 
an unbalance in time between the State 
incomings and outgoings. From the 
beginning of 1948, tax collection was 
expedited and the Government pay- 
ment was controlled to the utmost ex- 
tent. As a result, receipts of the 
Government funds exceeded dis- 
-bursements remarkably. The issue of 
the Bank of Japan notes decreased by 
Y1 billion in January, by Y2.7 billion 
in February. Such a phenomenon was 
unprecedented since the urgent cur- 
rency measure taken in February 1, 
1946. 

The U.S. policy towards Japan be- 
came active with the delivery of a 
speech regarding Japan by Secretary of 
War Royall in January, 1948, and Un- 
dersecretary of War Draper’s visit to 
Japan in February. Further, collection 
of reparations was alleviated, supply of 
relief materials was increased and in 
July the Deconcentration of Excessive 
Economic Power Law was loosened. 

The above-mentioned favourable turn 
of circumstances stimulated an idea of 
expediting rehabilitation by introducing 
foreign capital into Japan. And the 
control of supply of fund was streng- 
thened for the purpose of curbing the 
inflation. But introduction of foreign 
capital was not materialized because the 
economic condition was not yet fully 
stabilized. The inflation was again 
worsening. That is to say, the cur- 
rency issue began to rise again in March 
and Y130,000 million was the increase 
during the year. There was no sign of 
termination of the inflationary trend. 
The people who had been suffering 
. from the inflation-ridden economy since 
the cessation of the war were surely 
relieved from the acute food unrest by 
the increasing supply of imported food- 
stuffs. But their living was made still 
more difficult by a sharp rise in the 
. Official prices of daily necessaries and 
rigorous collection of taxes. 


(d) 


Labour offensive again became active 
from the end of the preceding year with 
big trade unions, such as the All-Japan 
Communications Workers’ Union, the 
Japan Electric Industry Workers’ Union, 
the All-Japan Coal Workers’ Union, as 
its leading organizations. Besides re- 
questing a raise in wages, they objected 
to personnel readjustment. The workers 
_that participated in the strikes that 
broke out during January and April 
-numbered more than 2 millions. But 
by a SCAP directive again issued, 
large-scale strikes were put to an end. 


became ex- 


1. Stoppage of inflation. 


(1) STABILIZATION OF THE 
CURRENCY. 


The note issue of the Bank of Japan, 
which recorded Y335,300 million at the 
end of 1948, steadily declined during 
1949, except toward the year-end, when 
it rose again to some extent. In this 


The Japanese Economy in 1949 


seasonal movement of the currency, a 
normal trend of the prewar period 
could be seen in some degree. The 
currency during 1949 increased only by 
Y31 million. This increase must be 
said to be very slight as compared with 
the increase of Y136,100 million and of 
Y125,700 million respectively for 1948 
and 1947. Considered from this point 


Further, as the ““‘Three Wage Princi- 
ples” sent to the Japanese Government 
from GHQ in November placed some 
restrictions upon the payment of wages 
of industries, the labour movement 
came to follow a new direction and to 
assume a different phase. 

On the strength of the positive aid by 
the United States, production rose from 
45.6 in January, 1948, to 71.2 in De- 
cember. Above all the rising tendency 
after September was remarkable. That 
is to say, the coal distribution increased 
by 40 per cent as compared with the 
preceding year; the power-supply in- 
creased by 10 per cent. The increase 
in the imported fuel was remarkable 
especially during the latter half of the 
year. The production of ordinary steel 
material, 26,000 tons in January, rose 
to 46,000 tons in December. The traffic 
volume rose from 8.6 million tons in 
January to 12 million tons in December 
by dint of repairing of a large number 
of cars. The volume of marine trans- 
portation was increased by 60 per cent 
as compared with the preceding year 
because ship repairing progressed 
smoothly. 


In short, industrial and mining pro- 
duction showed an increase of 40 per 
cent during the year in question. But 


it involved two unsound elements in. 


its base; first, the production increase 
was made possible by a financial outlay 
which exceeded that of the preceding 
year and with the support of the infla- 


tion; second, the production increase 


was made possible not by an advance- 


ment in the production technique and 


an enhancement of the production 
efficiency but solely on the strength 
of foreign aid. As to the production 
facilities, they have deteriorated by 
reckless use during the war. They 
require a lot of funds and materials for 
repairing for an increased production 
in future. 

Now it was feared that the economic 
stabilization and independence of Ja- 
pan, the target of the U.S. aid policy 
toward Japan, might not necessarily be 
attained by a mere quantitative in- 
crease in production. Thereupon, GHQ 
communicated the so-called 10 essen- 
tials of economic stabilization program 


to the Japanese Government in July. 


But before they were materialized, the 
United States Government forwarded 
the Nine-point Economic Stabilization 
Program having the same purport to 
SCAP, GHQ as an interim directive. 
The objectives set forth in this interim 
directive are: (1) To place the Ja- 
panese economy on a sound basis; (2) 
to control credit extension; (3) to con- 
trol wages and prices; (4) to strengthen 


control of materials; (5) to increase 
production and to develop natural re- 
sources; (6) to promote the export 
trade. Especially noticeable is the fact 
that stress was laid on attaining econo- 
mic stabilization for the early estab- 


nn of a single general exchange 
rate. 


4. Arrival of Minister Dodge 


In February, 1949, Mr Joseph M. 
Dodge, President of the Detroit Bank, 
came to Japan to give advice regard- 
ing the measures for stabilizing the 
Japanese economy and placing it on a 
self-supporting basis. He is an expert 
in international finance and worked as 
an adviser on the occasion of the cur- 
rency reform in Western Germany. 

According to Minister Dodge, the 
Japanese economy is the stilts whose 
one leg is supported by the U.S. aid 
and the other leg by governmental sub- 
Sidies, and the economic independence 
and stabilization of Japan cannot be 
attained until those two legs are cut 
away. It was, therefore, requested 
that Japan should early put an end to 
such an economic condition under 
which the Japanese rely upon the U.S. 
taxpayers. The efforts he made dur- 
ing his three month’s stay in Japan 
produced two desirable results. 


(1) The balanced budget for the 1949 
fiscal year. 


A truly balanced comprehensive bud- 
get was formulated. New issuance of 
bonds was prohibited. Efforts were 
made either to curtail or to abolish 
various kinds of government subsidies. 
The interdependence between the State 
finance and enterprises was cut off so 
that rationalization of the latter might 
be carried. That is to say, economic 
was vigorously prosecu- 
ted. 


(2) Establishment of single 
exchange rate. 


On April 25, an exchange rate of 
Y360 for 1 dollar was fixed. This step 
was intended to enable Japan to curb 
the inflation through balanced govern- 
mental finance, to secure stability of 
Yen value and to enter into normal in- 
ternational trade relations. 


By the above-mentioned measures, 
the Japanese economy was placed on 
the road to economic stability and in- 
dependence for the first time since the 
termination of the war. But it is un- 
deniable that strict pursuance of the 
Nine-point Program necessarily exer- 
cised a considerable influence upon the: 
Japanese economy which was still in 
destitution. 
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of view, the currency stabilization ~the—Government. As a result, the 


measure taken along the Dodge Line 
has given a splendid result. 

This stabilization of the currency was 
brought primarily by the execution of 
the balanced Budget for the fiscal year 
1949-50, which contained various fac- 
tors bringing about a currency shrink- 
age of Y130,000 million. As the execu- 
tion of this Budget progressed, the re- 
ceipts and disbursements of fiscal funds 
turned in June to an excess of receipts, 
effecting a currency shrinkage. As a 
combined result of the favourable col- 
lection of taxes, redemption of the Re- 
construction Finance Bank debentures 
amounting to Y85,600 million and the 
control over the releases of the Counter- 


part Fund to industries, etc., the ex-. 


cess of Government receipts over dis- 
bursements amounted to Y80,800 mil- 
lion excluding the redemption of food- 
certificates to city banks whereas in 
1948 the excess of disbursements over 
receipts was Y142,900 million. 

The financial institutions were given 
the role of maintaining the disinfla- 
tionary line. The Policy Board of the 
Bank of Japan created in June car- 
ried out a series of such disinflation 
measures as the mitigation of the sys- 
tem of applying high rates, purchase 
of national bonds and Reconstruction 
Finance Bank debentures, lowering of 
the interest rates of city banks, ex- 
tension of the frame-work for the ac- 
commodation of funds to medium and 
small-sized enterprises, mitigation of 
the regulations governing accommoda- 
tiontion of funds, and the like. The 
additional credit of the Bank of Japan 
for covering the above-mentioned fac- 
tors of currency-shrinkage reached 
Y79,900 million including Y33,700 mil- 
lion of loans (the increment in 1949), 
Y31,900 million of national bonds and 
Reconstruction Finance Bank deben— 
tures purchased from city banks and 
others. This showed a considerable 
increase aS compared with the addi- 
tional credit in the same period of 
i which amounted to Y5,300 mil- 
ion. 

As a result of these positive opera- 
tions of the Bank of Japan and the 
cooperation of financial institutions in 
the economic stabilization program of 
the Government, the aggregate of the 
loans of all banks in 1949 increased 
by Y297,700 million as against the in- 
crease of Y286,600 million in deposits. 
If issues of stocks and debentures are 
included, the supply of industrial 
funds reached Y416,404 million in the 
April-December period, showing an 
increase of 20 per cent as compared 
with the Y348,499 million reached in 
the same period of 1948. In this way, 
the so-called’ disinflation-line was 
maintained in 1949. 


The principal aim of the economic 
stabilization program was to stabilize 
the currency through redemptions of 
national bonds, etc., for the smooth 
supply of industrial funds, the banking 
operations being made to cover the 
deflationary factors in the budgetary 
measures of the Government. City 
banks positively cooperated in the 


mainteance of disinflation policies of 


world market prices. 


ratio of loan increment to deposit Mm- 
crement rose to 99% in 1949 as com- 
pared with 48% in 1935, and the ba- 
lance ratio of securities to deposits fell 
from 24% at the end of 1948 to 14% 
at the end of 1949, these being figures 
compiled from the accounts of all com- 
mercial banks. It must be noticed 
that, in this way, the composition of 
assets was placed in unstable con- 
ditions. 


(2) STABILIZATION OF THE 
PRICE LEVEL | 


Owing to the currency stabilization 
resulting from the aforesaid changes 
in financial and monetary conditions 
on one hand, and to the relatively in- 
creased capacity of commodity supply 
on the other, the blackmarket prices 
for production goods declined by 24 
per cent and the same for consumption 
goods by 14 per cent during the ten 
months from March to December in 
1949. This can be said a striking im- 
provement when compared with the 
rise of the blackmarket prices for pro- 
duction goods by 6 per cent and of the 
same for consumption goods by 17 per 
cent during the same period in 1948. 
As to the official price level, there was 
a rise of more than 10 per cent due to 
various factors including the reduction 
of State price subsidies carried out in 
1949. The consolidated effective price 
index of these two price levels, black- 
market and official, showed a decline 
of 4 per cent as of the nine months 
from April to December in the same 
year. In general, the price levels have 
since been maintained on such altitude. 

At the very beginning of. 1949 this 
price stability began to show its effect 
in holding in check the rising ten- 
dency of the industrial average wages, 
putting a period to the progress of the 
so called vicious cycle of prices and 
wages. 


2. Normalization and Rationalization 
of the Economic Structure 


The stabilization toward normalcy of 
economy has strongly reacted on the 
prices which are indicators of the eco- 
nomic activities, and, as a result, rapid 
progress is seen in revision of the price 
structure. This can be noticed in two 
features. One is that price structure 
has begun to approach the levels of 


world market prices, and the other is_ 


that the margin between the black- 
market and the official prices is becom- 
ing narrower; that is, the double price 
structure is shrinking. 

The established single exchange rate 
for the yen urged to bring the prices 
of export goods nearer to the levels 
Moreover, 
following the drastic reduction of State 
price subsidies, the revision of the 
price structure became unavoidable. 


When the Y360 exchange rate for a. 


dollar was set up on April 25, 1949, 
price subsidies totalling 83,300 million 
yen were authorized to be granted 
during the year on around thirty items 
of imports, such as foodstuffs, fertili- 
zers and raw materials for key indus- 


tries, for the purpose of holding the 


‘rise of domestic prices in check. But 


it was decided that no subsidies should 
be given to the export goods, the 
prices whereof had to come down to 
the levels of world market prices. 
Further, in the Revised Budget the ap- 
propriated price subsidies to imported 
goods were curtailed by 10,000 million 
yen particularly as a result of the re- 
duction of the unit subsidy to coal and 
other items, though there was an in- 
crease in the importation of foodstuffs. 

On the other hand, in the fiscal year 
1949-50: Budget the appropriation of 
subsidies to such materials in the 
“stabilization belt” as lead, zinc and 
aluminium was abolished and the unit 
subsidies to iron, steel, fertilizers and 
soda were reduced. Besides, in the 
Revised Budget the appropriations of 
subsidies to special varieties of coal 
as from August and to copper as from 
October were abolished to economize 
the state expenditure as much as 13,- 
000 million yen throughout the year. 

Together with such curtailment of 
subsidies to imported goods and the 
special materials in the “stabilization 
belt,” even the prices of goods not im- 
ported are new being forced to ap- 
proach the world market levels. 

As regards the fluctuations of prices 
taking place in and after April, a ris- 
ing trend approaching the world mar- 
ket levels is seen both in the produ- 
cers’ and the consumers’ prices of iron 
and steel to which the subsidies were 
drastically cut, while the prices of 
coal and electrolytic, copper are de- 
clining towards the U.S. levels. That 


the reduction of subsidies worked to 


put Japanese. prices of ammonium 


sulphate and ‘caustic soda apart from 


the U.S. levels may be explained from 
the fact that Japanese prices of coal, 
imported salt and other important 
materials are higher than the world 
levels owing to the economic situation 
peculiar to this country. 

As to double price structure in Ja- 
pan, a trend to normalcy appeared. 
For instance, the rate of the black- 
market prices to the official prices was 
nine-fold for production goods and 
eight-fold for consumption goods in 
December, 1947, but as of same month 
ing 1949 it shrank to 1.8-fold for either 
goods. | 

With the progress of such improve- 
ment, the controls over the prices 
(which declined by 47 per cent at. the 
end of March this year) and the dis- 
\tribution of goods were rapidly re- 
moved one after another. The num- 
ber of distribution ageneies_ called 
“Kodan” once reached fifteen, but the 
‘Coal Distribution Klodan and four 
others have already been abolished, 
and the rest will be also dissolved 
in the near future. Thus, the basis for 
free competitive economy is becoming 
larger and larger. 


Further, the realized stability of 
economy and the enlarged range of 
free competition have accelerated the 
rationalization of industry, the promo- 
tion of labour productivity, the im- 
provement in the quality of manufac- 
tured goods, and the reduction of pro- 
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duction costs in wider fields. For in- 
stance, in April, 1949, the monthly aver- 
age of coal output per collier was 7.4 
tons, but the figures rose to 8.1 tons in 
November, 1949. The quality of coal 
dug out became better, too. The aver- 
age thermal unit of coal bought by the 
National Railways rose from 5,540 
calories in August, 1947 to 6,000 calories 
in August, 1949. The prices of coal de- 
clined by 13 per cent on the national 
average during the six months from 
January to June in the same year. 


But attention must be paid to the fact 
that such stabilization has chiefly been 
hought about by an easy way such as 
the increase in the rate of manufactur- 
ing operation, the intensification of pro- 
duction and the readjustment of over- 
employment, and not by the moderniza- 
tion of capital equipment and produc- 
tive technique in the sense of better- 
ment. 


3. Foreign Trade 


What change did the excess of im- 


ports, which are compared to “one leg 
of stilts,” undergo in 1949? In 1948, the 


exports of Y258 million and the im-. 


ports of Y682 million produced the 
Y424 million excess of the latter. In 


1949, the unfavourable balance of trade 


amounted in sum to Y355 million, the 
exports and imports totalling Y510 mil- 
lion and Y865 million respectively. 
The rate of actual exportation to the 
real importation was 33% in 1947, 38% 
in 1948, and as high as 79% in 1949. 


The stabilization program aims: even- 
tually to make the national economy 
take the independent stand by means 
of the increase of exports. The eco- 
nomy will normally proceed, in case 
the depressed domestic purchasing 
power is replenished by the exporta- 
tion demand. In 1949, however, the 
foreign markets were not favourable. 
The exports were at a standstill under 
the following worse conditions: ‘“The 
disinflationary trend prevailed, dating 
back to February when the U.S. began 
to face the recession in business; the 
seller’s market in the world was trans- 
formed into that of buyer’s market as 
the European economy had recovered; 
foreign countries restricted imports 
because of the dollar shortage; there 
existed the political and economic un- 
rest in the Orient; many countries re- 
duced the exchange rate, having been 
stimulated by Great Britain who de- 
valued the pound on September 18, 
- 1949. But, fortunately, the unstable- 
ness of the yen caused by the pound 
devaluation dissolved afterward. The 
Anglo-Japanese commercial agreement 
was concluded. The floor price sys- 
tem was abolished. Korea, Indonesia, 
and others utilized the ECA fund. The 
expansion of exportation was scheduled 
under the Logan and Freile Plans. The 
control over exportation and importa- 
tion was taken away. Foreign trade 
was facilitated by the implementation of 
private imports. There were, how- 
ever, too many obstacles abroad to in- 


crease exports through the reduction 
of cost. 


4. Effective Demand and Production 


As has been mentioned, the stabi- 
lization plan gave rise to econo- 
mic normalcy. The improvement of 
efficiency and cut of cost assisted 
Japan in taking part in the world eco- 
nomy. But exportation did not in- 
crease as has been expected. Together 
with the curtailment of domestic in- 
vestments in equipments, this led to 
the decline of effective demand. 


The domestic investment registered a 
large fail by the reduction of expen- 
ditures of investment character (for 
railroads, communications, public 
works) in the 1949 fiscal year, the sus- 
pension of loans from the Reconstruc- 
tion Finance Bank, and the delayed re- 
lease of the Counterpart Fund. 


The national railroad works account 
and telecommunications construction 
account of 1949 showed a decrease in 
substance of 48% and 27% respective- 
ly, as compared with the 
year. The rolling stock and communi- 
cations industries which depended 
chiefly on them cut down their per- 
sonnel by 20% to 40% accordingly. 
The expenses for public works were 
67% (after revision on account of price 
fluctuations) less than those in 1948. 
The reconstruction plan was compress- 
ed. The house building was. also in- 
active: 80,000 dwellings in April, 40,000 
in July, and 28,000 
erected. This shows the conspicuous 
decrease in construction. As the ex- 
penditures for public works diminish- 
ed, smaller engineering and construc- 
tion oe required speed adjust- 
ment. 


The suspension of loans from the Re- 
construction Finance Bank strongly 
affected the key industries. As of 
March 31, 1949, 99% of equipment fund 
in the coal industry, 95% in the electric 
power industry, 84% in the shipping 
business, and 79% in the iron and steel 
industry had come from these loans. It 
has already been stated the success- 
ful lending of the banking institutions 
became the prop of disinflation. The 
supply of equipment fund amounted in 
sum to as much as Y22.2 billion in 
March — December. This means an 
increase of Y7.3 billion in comparison 
with that in the same period of 1948. 
Considering the structure of bank ac- 
counts, the financial institutions in 
general cannot, needless to say, take 
the place of the Reconstruction Finance 
Bank in the field of supply of equip- 
ment fund. 


As for the increase of capital and de- 
bentures, the payment of stocks aggre- 
gated Y82.2 billion which was twice as 
much as that in 1948. Out of this sum, 


27% was used for the equipment fund, . 


but the most part was employed for 
clearing the debts made for purpose of 
emergency equipment fund. 


The debentures, for which the fa- 
vorable steps were taken by the Bank 
of Japan, swelled up in sum from Y0.5 
billion in 1948 to Y16.5 billion in 1949. 
As in the case of stocks, however, only 
34% of this amount was directly in- 
vested in the equipment fund. . 


preceding 


in December were 


The absorption of general investors’ 
funds was checked by the deteriora- 
tion of living standard of the people. 
On the other hand, the release of hold- 
ings of the Securities Co-ordinating 
and Liquidating Committee and the in- 
crease of stocks through the “owned 
capital first principle’ had brought 
about the persistent dullness of stock- 
market since the mid-year. The stock 
price fell to a great extent. Its index, 
running from 490 in January up to 700 
in May, settled at 500-600. It was 
thought impossible to expect more 
equipment fund from the stock market. 

Although great hope was entertained 
of the operation of the Counterpart 
Fund which is the supply source of 
equipment fund, the amount released 
from it at the end of 1949 totalled Y66.6 
billion, out of which merely $5.4 billion 
was laid out in private equipments. 
This was the natural result, because the 
first object of the use of the Counter- 
part Fund is for the _ stabilization of 
finance and currency, which cannot be 
realized without equilibrium in the 
production program. It was consider- 
ed, therefore, that favourable  con- 
sideration would be given to this situa- 
tion. 

Even if the loan from the Counter- 
part Fund be augmented, the invest- 
ment in equipments would, it was an- 
ticipated, be limited to about Y80 bil- 
lion during the year, which means 40% 
less than in the preceding year. 

The shrinkage of investment, the re- 
tardation of consumption levels, and 
the adverse exportation resulted in the 
shortage of effective demand. This was 
indicated by the accumulated coal of 5 
million tons, the Y59.1 billion stockpiles 
held at the close of December by the 
Mineral & Industrial Products Foreign 
Trade “Kodan” and the Textile For- 
eign Trade “Kodan,” and the Y84.6 bil- 
lion stocks in the principal makers’ 
hands, as of December. The reason 
why the production was not quickly 
cut down in the face of such a great 
amount of stockpiles and the increase 
of sales credit was that the enterpre- 
neurs, reducing the cost through the 
maintenance and enhancement of opera- 
tion degree, tried to reserve the com- 
petitive capacity against the lowering 
of effective demand, and that’ the 
banks accommodated them with loans 
for their stockpiles. 


Despite the inflation, the production 
was raised by 41% during one year 
ending March 1949, owing to the good 
condition of fuel, electric power and 
materials at the end of 1948. The in- 
dex of production activities published 
by ESS of SCAP (taking 1932-36 as 
100, including the electric power and 
gas) declined in August and recovered 
in October reaching 80.6 in that month, 
and 82.3 in December. The production 
in 1949, however, stood almost on the 
same level after April. It is note- 
worthy that the stagnant trend of pro- 
duction gave birth to a new develop- 
ment of the situation. Because of the 
severe competition in foreign markets 
as well as the reduction or abolition of 
subsidies, much was to depend upon the 
rationalization and the high degree of 
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operation followed by the expansion of 
investment and exportation. : 


5. Trends in the Social Phase 


In the rationalization of enterprises, 
importance was attached to the adjust- 
ment of surplus employment. Accord- 
ing to the investigation made by the 
Labour Ministry, employment was 
abridged in 1949 while it was on the 
upward way in the preceding year. In 
January—October, all the industries ex- 
cept agriculture saw 6.9% decline of 
employment. There was among other 
things a remarkable decrease of em- 
ployment in the industries which were 
greatly influenced by the disinflation- 
ary tendency. There were 12.8% 
diminution of employment in the ap- 
paratus manufacturing industry, 12.79% 
in the transportation and communica- 
tions business, and 11.46% in the coal 
mining industry. This diminution of 
employment covered also the medium 
and small scaled enterprises. 

Representing 70% of all the employ- 
ment, smaller enterprises were placed 
in a disadvantageous position. For the 
undesirable conditions of subcontracts, 
the adjustment of enterprises, the re- 
duction of wages, and the delay or lack 
of ration were the prevailing pheno- 
mena. | 

The contraction of industrial em- 
ployment quantity, together with the 
administrative adjustment (July—Sep- 
tember) followed by the financial re- 
trenchment, and the increase of re- 
patriates ended in the enlargement of 
the unemployed. 

The real number of the unemployed 
given in the labour power investiga- 


tion was barely 470,000 in September 
On account . 


which was the peak time. 
of the peculiar pattern of family eco- 
nomy and immature social security sys- 
tem, the unemployed were not satis- 
factorily listed in the statistics. The 
potential unemployed were far more 
than that number. The partimers who 
worked less than 34 hours a week dou- 
bled in number, compared with 1949. 
The unemployment insurance reached 
in number almost 20 times as high as 
in the preceding year. The job ap- 
plicants exceeded 8 times as many as 
the employers wanted. The workers 
in agriculture and forestry were multi- 
plied by nearly 3 million, as compared 
with those in the same period in 1948. 
These facts envisaged the latent tend- 
ency of unemployment. 

The brightest features in 1949 ap- 
peared in the better condition of food. 
Foodstuffs of 1,850,000 tons were im- 
ported in 1949, against 1,250,000 tons in 
1948, which means 48% increase. Rice 
was collected very smoothly; quality 
and quantity of foodstuffs were im- 
proved; blackmarket prices of staple 
foodstuffs were declining; abolition of 
control over potatoes and raise of ration 
Pebrned were also taken into considera- 
ion. | 

The farmers, who enjoyed better life 
than the urban dwellers did when there 
was the food shortage, had been hard 
hit by increase of tax, enlargement of 
“scissors form” differences of prices, 
and contraction of blackmarkets for 


inefficient 


Survey of Present Economic Position of Japan 


General: The government economic 
stabilization policy which had started 
last April with the enforcement of a 
balanced budget for the current fiscal 
year has shown a steady development. 
Currency circulation has shown a de- 
fiationary movement. Commodity 
prices are gradually declining, and, 
following the readjustment of raw 
material prices, electric power charges 
and freight rates and the abolition of 
price subsidies and other financial as- 
sistance, price structure is returning 
to a normal state. Under these circum- 
stances, business rationalization has 
developed markedly, and_ enterprise 
readjustment is now in progress. 

In the above process, however, the 
deflationary trend has been more pro- 


-nounced than expected, owing to the 


unfavourable export trade. A con- 
siderable decline of market prices and 
accumulation of unsold stocks, as well 
as the prevailing monetary stringency, 
have severely affected industry, espe- 
cially small and medium sized enter- 
prises, the greater part of which are 
and financially weak. 
Forced tax collection scheduled for the 
period from January to March is likely 


agricultural procucts. Under these 
circumstances money tightness arose in 
the rural districts. 

The deposit accounts of cooperatives 
abated; the account of the Central Co- 
operative Bank for Agriculture and 
Forestry was stagnant; in the national 
distribution of currency the ratio for 
the agricultural and fishing villages 
Was decreasing, with 29.4% in 1947, 
22.3% in 1948, and 19.2% in 1949 (in 
December respectively). 

It was feared that the agricultural 
panic may come soon. For agriculture, 
though it took a new start with the 
agrarian land reform, was. getting 
smaller-scaled and the world was now 
confronted with a food surplus. 

The rising tide of average industrial 
wages, which had until 1948 soared by 
10% every month, was brought to an 
end, when the year 1949 came in. They 
were stabilized at about Y8,500, and the 
change in real wages also become slug- 
gish. According to the investigation of 
domestic economy, the city dwellers’ 
average living standard did not go up- 
ward strikingly. Indicating over 60% 
in the Engel’s coefficient, the living 
standard represented roughly 70% of 
that in the prewar period (1934-36). 

Finally, let us take up the labour 
movement. The left-wing radical in- 
fluence retreating, the “Mindo” group 
came to the front instead. This situa- 


tion was very characteristic in 1949. 


It was of a great significance that, 
though the improvement of allowances 
had in the past been the pivotal point, 
such defensive steps as preventive 
measures against personnel adjustment 
and lowering of allowances tended to 
be taken. In addition to this, Japan’s 
labour relations with abroad were get- 
ting closer, and the labour movement 
of Japan joined international organisa- 
tions. 


to hit these enterprises very hard and 
will aggravate monetary stringency. 
In order to meet this situation, the 
government and the Bank of Japan 
have prepared various measures 
through the release of Counterpart Fund 
for U.S. aid and an increased supply 
of funds to banking institutions. How- 
ever, city banks are hesitating to ad- 
vance loans to enterprises on an un- 
sound basis, and small and medium 
enterprises may be faced with a critical . 
period in the near future. 

The larger enterprises have more or 
less succeeded in personnel readjust- 
ment and have set about a fundamen- 
tal rationalization through technical 
improvements and modernization of 
equipment. In this connection, closer 
relations with overseas companies 
which have been established to some 
extent are urged by the government. 
If production costs can. be lowered, 
these enterprises will in the near 
future be able to meet international 
competition. 

Money and Credit: According to a 
report of the Ministry of Finance, tax 
and stamp revenue during the current 
fiscal year until last December 
amounted to 329.5 billion yen as com- 
pared with 516.0 billion yen in the 
budget estimates. Thus, the collection 
of the remaining 186.5 billion yen ‘will 
be concentrated in the period from, 
January to March. Tax and stamp 
revenue in January reached 56.3 billion 
yen as compared with 36.0 billion yen, 
average for April through December 
last year. As a result, government loans 
from the Bank of Japan declined by 
12.7 billion yen during the month. 

Owing to the above forced tax col- 
lection, combined with seasonal factors, 
currency circulation declined from 
355.3 billion yen at the end of last year 
to 320.3 billion yen at the end of 
January and further to 311.8 billion 
yen on February 28. 

In anticipation of the aggravation of 
the ‘monetary stringency in the period 
from January to March, caused by 
forced tax collection, the government 
and the Bank of Japan have decided 
to promote the release of Counterpart 
Fund and to increase the supply of 
funds to banks through market opera- 
tions of the Bank of Japan. According 
to the government program, 29.9 bil- 
lion yen from the Counterpart Fund 
were to be released during the said 
three months, 4.8 billion yen for gov-. 
ernment enterprises and 25.0 billion 
yen for private businesses. However, 
the actual release in January was only 
2.6 billion yen and 1.8 billion yen, res- 
pectively. On the other hand, 2.6 bil- 


‘lion yen were released for the re- 


demption of Reconstruction Finance 
Bank debentures and 37.7 bulion yen 
for the absorption of food certificates. 
As regards the open market policy, 
the Bank of Japan prepared a schedule 
to purchase government bonds amoun- 
ting to 23.0 billion yen held by bank- 
ing institutions during this period, but 
only 3.7 billion yen were actually pur- 
chased in January as against the 
planned figure of 9.4 billion yen. Gov- 
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ernment bonds held by banks amount- 
ed to only 96 billion yen as of the end 
of last December, of which 63 billion 
yen were earmarked for general 
business. Banking institutions were 
therefore hesitant to sell these bonds, 
and, more fundamentally, city banks 
would not increase their advances be- 
cause of the aggravating business de- 
pression as well as obscure future 
prospects. Government monetary 
policy for the period laid special stress 
upon accommodation to small and 
medium enterprises, and a plan envis- 
aged for the release of 100 million yen 
per month from the Counterpart Fund 
and the accommodation of _ special 
funds amounting to 3.3 billion yen 
from the Bank of Japan. However, on 
account of the cautious attitude of city 
banks, no satisfactory result has yet 
been obtained. | 

As shown above, the government 
monetary volicy has not yet developed 
satisfactorily. As a consequence, the 
government decided, on February 2, 
to accommodate the Foreign Trade 
Public Corporation with 15.0 billion 
yen from Deposit Bureau funds. Fur- 
thermore, the reopening of special de- 
posits by the Bank of Japan with city 
banks was. decided on February 23, 
although these funds will return to the 
Bank through the redemption of loans. 

As the present monetary stringency 
is mainly attributable to the cautious 
attitude of city banks, there is no 
means other than the reestablishment 
of sound management by borrowers to 
alleviate the money shortage. 


Security Market: Reflecting general 
monetary stringency, the security 
market continued weak and_ dull. 
Although there was some_ recovery 
towards the end of last December 
following a sharp collapse experienced 
on December 14, the stock exchanges 
again became bearish in January, with 
a severe decline in high-priced stocks. 
According to statistics compiled by the 
Tokyo Stock Exchange, the stock price 
index for January registered a drop of 
14.2 per cent and 60.1 per cent com- 
pared with the previous month and 
the post-war peak of May 1949. Owing 
to lower stock quotations, it became 
dificult to raise long-term funds 
necessary for the enforcement of bus- 
inegds rationalization through increase 
of capital. Capital increases in January 
and February were roughly estimated 
at 1,650 million yen and 2,096 million 
yen, respectively, as compared with 
11,802 million yen in last November. 
In view of the above situation, the 
government is now seriously investiga- 
ting effective countermeasures center- 
ing upon financial assistance. 

The security market recovered to 
some extent in February through 
speculative buying of highvriced stocks, 
but most stocks were left at a low 
level. 


Prices: In order to normalize the 
price structure which had been dis- 
torted by the low price policy for basic 
materials and services, the government 
successively abolished price subsidies, 
and, at the same time, raised electric 
power charges and freight rates to a 


reasonable level. In January, subsidies 


for iron and steel, sulphate of am- 
monium, calcium cyanamide, etc. were 
reduced or abolished, and official con- 
sumers’ prices (producers’ prices too 
for iron and steel), as well as marine 
and railway freight rates were raised. 
In anticipation of business rationaliza- 
tion, price advances were limited to a 
minimum, nevertheless they affected 
industries through declining demand. 
During the same month,, consumers’ 
prices of staple foods were also revised. 


- Due to higher official prices of basic 
materials and services, free and black 
market prices of some materials such 
as iron and steel, high-grade coal, etc. 
showed an upward movement. Thus, 
despite the business depression, the 
free and black market price index for 
producers’ goods, according to statistics 
compiled by the Bank of Japan, show- 
ed little change in January. However, 
owing to the decline of effective de- 
mand and an increased supply of com- 
modities, free and black market prices 
of consumers’ goods continued to de- 
cline, particularly textile goods and 
seasonings. According to the same 
statistics, the consumers’ price index 
in January showed a decline of 3.2 per 
cent compared with the 
month. The producers’ and consumers’ 
price indices in the same month were 
25.5 per cent and 22.7 per cent lower 
than the post-war high (February and 
April 1949). | 

In view of the above situation, gov- 
ernment price control as well as dis- 
tribution control has been successively 
abolished. The number of commodities 
controlled by the government diminish- 
ed from 2,129 in March 1949 to 1.299 
in December, and 560 of the latter are 
sheduled to be removed from control 
before August. In January, cement, 
timber, secondary products of steel, 
rayon and rayon products, ramie, flax, 
hemp and jute, Japanese paper, etc. 
were removed from price control. . 

Lower price and the higher cost of 
raw material affected industry in 


general, necessitating further ration- 
alization. 
Industrial Production: In expecta- 


tion of an improvement in the export 
trade and a price advance following 
higher electric power charges, freight 
rates and the reduction of price sub- 
sidies, industrial production which had 
been stagnant since April 1949 regis- 
tered some increase after September. 
According to statistics compiled by the 
Economic Stabilization Board, the pro- 
duction index in December advanced by 


9 per cent compared with the previous 


month, reaching 87.2 per cent of the 
pre-war level (average for 1933-35). 
By industrial groups, mechanical en- 
gineering, metals and the mining in- 
dustries exceeded the pre-war level, 
whilst the production of consumers’ 
goods such as textiles and food pro- 
cessing remained at a low level. 
Despite a slackening trend _ after 
April, annual production in 1949 show- 
ed advance of 31.8 per cent Compared 


with the previous year (32.8 per cent 


a year earlier), due to a considerable 
advance in ceramics and metals, and 
the steady increase in the textile and 
food processing branches, whilst me- 


previous 


increased 


chanical engineering and timbering re- 
mained stagnant. By commodities, 
iron and steel, aluminium, spinning 
machines, cameras, alcohol, paints, 
rayon filament tissues, etc. advanced 
sharply. 

The recent production increase seems 
to have been based upon a higher 
operation rate by enterprises for the 
reduction of unit production costs to 
cope with competition. Accordingly, 
the production increase’ resulted in 
overproduction, with deteriorating mar- 
ket situation and acccumulating unsold 
stocks. Under these . circumstances, 
small and medium enterprises were 
faced with great. difficulties. With 
higher production: costs, most of these 
enterprises found it difficult to com- 
pete with larger companies. A price 
decline because of unsold stocks also 
severely affected the smaller producers. 
These difficulties were increased by the 
cautious attitude of city banks which 
stopped financial accommodation for 
incresing stocks and business ration- 
alization. 

The future development of the large 
enterprises will depend upon the en- 
forcement of rationalization. Most of 
them have succeeded in personne! read- 
justment, and started technical im- 
provement and modernization of equip- 
ment. The importation of modern 
technique and equipment has already 
materialized to some extent, and will 
be accelerated in the future. [If these 
large enterprises succeed in lowering 
production costs and improving the 
quality of products, they will be able 
to cope with competition in overseas 
market. However, due to market con- 
ditions abroad, an early recovery in 


the Japanese export trade cannot be 
expected. 


FOREIGN TRADE 


To cope with the pound sterling de- 
valuation, the government endeavour- 
ed to promote trade agreements ac- 
cording to the recommendation of Mr. 
Logan. Thus, trade agreements with 
sterling areas, Germany, Thailand, etc. 
have been successively concluded. In 
order to increase exports to agreement 
areas, priority was given to imports 
from the same regions which increased 
considerably towards the end of 1949. 
Nevertheless, export contracts which 
recovered in November again declined 


in December and later continued inac- 
tive. 


Import Contracts: Reflecting the gov- 
ernment policy, import contracts in- 
creased sharply from 62,597,788 dollars 
in November to 123,520,527 dollars in 
December, through imports from non- 
dollar areas of foodstuffs hitherto pur- 
chased from the United States as well 
imports of minerals and 
crude rubber. Thus, ' imports from 
agreement areas such as_ Australia, 
India, Argentine, etc. increased sharply, 
whilst the relative importance of the 
United States declined from 52 per 


cent in October to 18 per cent in 
December. 


Export Contracts: With the disap- 
pearance of misgivings of a yen de- 
valuation, export contracts recovered 


- from the extremely low level immedi- 
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ately after the the pound devaluation, 
reaching 60,503,000 dollars in Novem- 
ber, when large quantities of cotton 
goods were purchased by Indonesia 
‘with ECA funds, but later again 
slackened. Export contracts oncluded 
in December were only 12,291,000 
dollars, although this figure is consider- 
ably less than the real monthly volume 
due to statistical reasons. Although 
some recovery was’ witnessed in 
January, the total for that month was 
30,126,000 dollars. In comparison 
with November, chemicals advanced 
markedly, metals, machinery, agricul- 
tural and aquatic products and mis- 
cellaneous goods showed little change, 
whilst textile goods declined sharply. 


By countries, Australia and Hongkong. 


advanced sharply, but most other 
countries witnessed a decline. 
despite various export promotion 
measures taken by the government, 
especially increased import contracts, 
is attributable to the dollar shortage in 
non-dollar area, which strengthened 
restrictions upon imports from _ dollar 
areas. For example, India has failed 
to authorize imports from Japan des- 
pite the* conclusion of a trade agree- 
ment in November. Among dollar 
areas, South American countries such 
as Argentine and Brazil have also 
strengthened import. restrictions in 
spite of the conclusion of trade agree- 
ments with Japan. 


Export Contracts by Commodities 
(in 1000 
1949 


Oct. Nov. Dec. 


14,169 37,515 1,275 9,273 
Metals & machinery 7,163 11,663 5,475 11,831 
115 411 143 1,246 


Agricultural & 
aquatic goods ... 
Miscellaneous goods 


Total 


2,763 3,613 3,263 3,243 
5,267 7,301 2,186 4,471 


29,477 60,503 12,291 30,126 


1949 1950 
Nov. Dec. Jan. 


13,582 3,752 9,955 


Dollar area 


Total (incl. others) .. 35,569 7,575 19,625 
Sterling area 
7,403 366 1,096 


4,701 90 409 
17,014 3,302 5,719 


Total (incl. others) .. 
Other area 


French Indo-China .. 192 2 38 

Total (incl. others) 13,181 1,415 4,782 
Export contracts concluded with 


sterling areas after the conclusion of a 
trade agreement amounted to only 23 
million pounds during the period from 
November to December last’ year, 
whilst import contracts reached 38 
million pounds, resulting in an import 
excess of 15 million pounds. Owing to 
a shortage of pound sterling as well as 
an advance in prices in the sterling 
areas, import from these countries have 
become difficult. Under these circum- 
stances, the government policy to in- 
crease imports in order to promote ex- 
ports is anticipated to fail. 


This. 


Fear. 


Current Industrial 


1. Agriculture 


The sharpest reflection of the effects 
of labor shortage and diminished out- 
put of fertilizers in Japan as a result 
of the war is found in the poor rice 
crop in 1945, when the Pacific War 
came to a close. As compared with 
the prewar yearly average amounting 
to some 60,000,000 koku, the crop in 
that year was an unprecedented low, 
accounting for only 66 per cent of the 
average. To make the matter worse, 
the food import was less in quantity 
then than at present. The result was 
that the controlling measures, though 
in force as ever, were powerless before 
the law of supply and demand in this 
food crisis, and the black-market 
gains of the agriculture communities 
ran into exorbitant amounts, bringing 
boom to them. However, owing to 
increases in the rural population and 
in the production of fertilizers, the 
amount of rice crop rose year after 
year and in 1948 it even exceeded the 
prewar output. On the other hand, the 
food import was also ever on the in- 
crease, i.e. it attained 1,890,000 tons 
in 1948 and 2,720,000 tons in 1949: and 
for the current year the quantity of 
rice and wheat alone is expected to 
reach 3,400,000 tons and the total 
including soy-beans and the like would 
amount to 3,750,000 tons. Thus the 
food situation has been eased, as may 
be clearly seen in the declining trend 
of the Engel index. While still far 
from the 1931-34 average which stood 
at 34.2 per cent, the rate came down 
from the 65 per cent of 1947 to 64 per 
cent in 1948, 63 per cent in the first 
half of 1949, and precipitously to 60 
per cent after September of the same 
The restoration of balance be- 
tween supply and demand gradually 
accentuated the ‘“‘scissor-form” price 
difference between the _ agricultural 
products and the supplies purchased by 


Reflecting the dollar shortage in 
overseas markets, proposals for barter 


trade came to the fore, the principal 


commodities to be exchanged being as 
follows: oil and fats and coal (Com- 
munist China), black lead and Kaolin 
(Korea), sugar, Manila hemp and iron 
ore (Philippines), wheat, hides and 
wool (South America), against cotton 
goods, cement, chemicals, steel pro- 
ducts, machinery, etc. 

The Japanese government has there- 
after decided on fundamental principles 
for the authorization of barter trade. 
the main points of which are as follow: 
(1) Barter trade will not be permitted 
with sterling areas and open account 
areas; (2) It will be authorized in case 
of trade with Communist China, For- 
mosa, Sweden, Egypt, Canada, _ etc., 
with which trade agreement have not 
yet been concluded, as well as with 
Central and South America, Korea, etc., 


trade agreements with which have not — 


worked smoothly; (3) Authorization 
will be given for commodities difficult 
to be exposted 


in Japan is now being brought 


cereals and potatoes as 


and steel 


Situation in Japan 


agricultural families, whether in official 
or black-market values, and tended to 
bring pressure to bear on the economy 
of farming communities. As a result 
the price-fixing policy in regard to rice 
which in the past had the consumer’s 
interests mainly in view is now under- 
going a change toward protection of 
the. farmer’s economy. In the world- 
wide tendency of over-production of 
food, the question of agricultural crisis 
into 
focus, which demands a_ solution of 
sharply contradictory issues. For 
establishing the nation’s economy on a 
self-supporting basis, increased export 
is essential. For such purposes, the 
reduction in the manufacturing cost of 
export is necessary; in particular the 
cost of labor which represents a major 
portion of the price will have to be 
cut down. Therefore, the cheaper the 
price of food which constitutes a large 
proportion of the living cost, so much 
the better. However, as the rural 
population accounts for as much as 
half of the nation’s total population, 
the impoverished state of rural com- 
munities is likely to give rise to social 
unrest to a large extent. With the 
limited arable area, the maximum pro- 
duction cannot exceed 88,000,000 koku 
in terms of rice, even counting other 
main food- 
stuff. The production falls short of the 
nation’s annual consumption of 99,500,- 
000 koku, by about 11,500,000 koku or 
2,000,000 tons in rice, the import of 
which is absolutely indispensable. 


The fall in the price of agricultural . 


products on a world-wide scale is cer- 
tainly beneficial to the consumer and 


is desirable for the lowering of cost 


in manufacturing industry. But it 
has a direct bearing upon how the 


agricultural problems are to be solved. 


2. Future of Iron and Steel 
Manufacture 


In the past the iron and steel manu- 


facture was supported by the supply of 
cheap raw materials from the East 
Asiatic areas and the nation’s own low- 
cost shipping services. In the postwar 
period, however, those advantages are 
no longer there. On the contrary, the 
industry is obliged to purchase raw 
materials on disadvantageous terms, 
which are seldom met with throughout 
the world. But as the iron and steel 
products are in keen demand, efforts 
are being made to step up the produc- 
tion under a priority schedule and a 
price compensation system. 

The output of ordinary rolled cn 
was only 326,000 tons in the fiscal year 
1946. It registered a slightly less than 
four-fold increase to 1,229,000 tons in 
the fiscal 1948, and to the estimated 
2,200,000 tons in the fiscal 1949. The 
production goal for the fiscal year 1950 
in the meantime is set at 2,500,000 tons. 
Whether this goal can be achieved de- 
pends on the undermentioned factors. 

(1) The price compensation for iron 
in the fiscal year 1949 
amounted to some _ Y.74,800,000,000. 
But a reduction to Y.29,500,000,000 is 
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expected for the ensuing fiscal year. 
Therefore, after July this year the con- 
sumer’s price will be marked up by 30 


- p ercent for pig iron, and 40 to 50 per 


cent for rolled steel. While the pro- 
ducer’s cost price in Japan-is far above 
that in the United States, the con- 
sumer’s price is maintained at a low 
level through the compensation system. 

Even with the consumer’s price kept 
at such a low level, complaints are 
heard from such large consumers as 
shipbuilders and machine-manufac- 
turers about the high prices of iron 
and steel products. It is questionable 
if the present volume of demand could 
be maintained after July when a rise 
of 30 to 50 per cent will be introduced. 

(2) Of the domestic demands, the 
only branch in which an increase is 
expected is the petroleum industry. -In 
shipbuilding, machine manufacture and 
coal-mining some decrease in demands 
is anticipated. Of course in special 
lines such as galvanized steel sheet, a 
sizable amount of demand will be 
maintained. But as a whole much 
may not be expected, unless. the 
stringent financial situation since the 
end of last year is straightened out. 
Next in regard to export, the overseas 
demand during the current fiscal year 
has been fairly brisk. But the items 
demanded are confined to unfinished 
materials, and the market for finished 
goods has been inactive. Besides, dif- 
ficulties are anticipated in making sales 
in the future because of the high 
domestic price level. 

(3) About production cost. As men- 
tioned before, Japan imported in the 
past almost all materials from abroad 
(more than 80 per cent of ores; 50 per 


cent of steel scrap; almost 100 per cent 


of coking-coal). That basic relationship 
in respect of sources of supply still 
remains as it was in the past. If 
account is taken of the fact that the 
major portion of the production cost 
of pig iron is the cost of its raw 
materials, the importance of reducing 
the latter cannot be emphasized too 
much. Reportedly the price of coal 
delivered at the furnace in the United 


States is $6.00 to $7.00, while the 


American coal imported into Japan is 
priced at $17.00 to $18.00 and is far 
above its reported original price. Since 
the end of last year import of Kailan 
coal has been started at the price of 
$11.00 per ton. But for the present 
import on a large scale cannot be ex- 
pected. Domestic coking - coal is 
priced at $11.00 or $14.00. But as its 
quantity is insufficient, promotion of 
trade relations with Communist China 
is desired in order to have the material 
imported economically and transported 
in Japanese ships. The price of ore 
lately imported from Hainan Island was 
$15.00. It is reported on the other 
hand that ores from Malaya and the 
Philippines may be available in the 
neighborhood of $10.00. But until 
actual purchases are made, nobody can 
be sure about it. Considering the U.S. 
domestic price of ore for delivery at 
the furnance is about $10.00, it is 
earnestly hoped that at least the price 
of ore could be reduced to the USS. 


level. What remains of the steel scrap 
in Japan mostly consists of burnt 
galvanized sheets, steel frames of fac- 
tories destroyed by fire, and the like. 
As scrap as a marketable commodity 
is being rapidly exhausted, its re- 
plenishment poses a_ serious question. 
In short, the described reduction of 
cost and the consequent development 
of iron and steel manufacture as one 
of the key industries would be hardly 
possible, unless some means are found 
out to obtain the abovementioned 
materials in large quantities at 
economical prices, free from any poli- 
tical entanglements. On the _ other 
hand, the industry itself would not 
hesitate to rationalize the business by 
means of making improvements in 
technique and facilities, if practicable. 
But the prevailing shortage of funds is 
expected to pose considerable difficul- 
ties in making such improvements. 


3. Non-ferrous Metals 


The following table shows the 


amounts of non-ferrous metals pro- 
duced in Japan during last year, in 
comparison with those of 1943, a peak 
year. 


1949 1943 
Copper . 74,037 tons 123,499 tons 
32,318 tons 293,385 tons 
12,599 tons 30,040 tons 


Though on the gradual increase since 
the termination of the war, the current 
production still falls far short of the 
maximum that has been attained in 
the past. The market prices of non- 
ferrous metals quoted among whole- 
sale dealers at the end of last year, 
converted into dollar value, were; elec- 
trolytic copper, about 16 cent per lb.; 
electrolytic zinc, about 11 cent per Ib,; 
and zinc distillate, about 10 cent per 
lb. After the system to pay price 
compensation drawing upon the 
National Treasury was abolished 
during April to October last year, the 
price of electrolytic zinc went over the 
price level in the United States, and 
that of the other items rose near to. it. 
Export of copper may be promising, as 
long as the domestic price is lower than 
the price in the United States. The 
amount exported during the period 
from June last year to January this 
year totalled 31,000 tons. The main 
buyers were the E.C.A. countries in 
Europe and South American countries. 
The estimated amount of electrolytic 
copper produced during the fiscal year 
1950 is around 80,000 tons, of which, 
it is considered, only 43,000 tons is 
assigned to domestic consumption. 
Unless, therefore, the remainder or 
almost half the total production is ex- 
ported, it will have to be held in dead 
stock or the output will have to be re- 
duced that much. The business circles 
pin their hope on the prospective ex- 
port to a large extent. In regard to 
zinc, some 40 per cent of its domestic 
consumption is used for manufactur- 
ing galvanized steel sheet. As the 
galvanized sheet is mostly intended for 
export, the production of zinc indirect- 
ly contribute to the promotion of ex- 


port trade. However, for the present 
the business is in a dazed state owing 
to the reluctance of the Philippine im- 
porters to take delivery of galvanized 
sheet. Since September last year 
14,000 tons of lead has been exported, 
of which 80 per cent was old lead. 
The export of new lead in any appre- 
ciable volume may not be within the 
realm of possibilities in view of the 
current domestic price level, unless a 
sharp rise in the overseas price takes 
place or a through-going rationaliza- 
tion of business is introduced. There 
lies the trouble in regard to this line 


of business. 


4. Shipbuilding 


The shipbuilding industry which had 
long been in a depressed state since 
the war’s ending appeared to have 
taken a sudden turn for the _ better 


through the 5th building program of 


the government to construct 300,000 
tons gross of new ships. However, a 
rapid succession of changes in the sur- 
rounding conditions since then—pro- 
crastinated peace talks, gestures of 
foreign shipping companies, ‘problems 
involving chartering of foreign ton- 
nage, release of shipping business. to 
private operation—are now breeding 
pessimism as to the future of shipping 
and also of shipbuilding. 

While almost all the works under 
the 5th program as well as the other 
reconstructing works are expected to 
come to an end within the current year 
the shipowners are becoming more or 
less hesitant in regard to new building 
in consideration of the latest circum- 
stances. Neither, in reference to the. 
expected amount of fund supply, can 
any hope be entertained for a sub- 
stantial business under the 6th pro-' 
gram. As the shipping market of the 
world is already tending toward over- 
tonnage, the present high cost of build- 
ing may preclude the chances of 
obtaining overseas contracts for export. 
Therefore, if the present state of 
affairs is allowed to continue, the ship- 
building business which is just begin- 
ning to recover after long years, can- 
not but be regarded as facing numerous 
difficulties in the future. In considera- 
tion of the amount of Counterpart 
Fund available, new building contracts, 
in so far as they are foreseen at pre- 
sent, will amount only to some 150,000 
tons gross under the 6th program of 
the government. Shipowners them- 
selves are not in a position to raise 
fund, as may be concluded from the 
difficulties encountered in inviting sub- 
scription for increased capital stock in 
general. It is reported that of the 
forty-two owners who placed orders 
under the 5th program, fourteen 
owners have no more ability to offer 
security. 

On account of diminished cargo: 
movement and over-supply of tonnage, 
the freight market is in a low tone, 
with the current quotations standing at 
30 to 50 per cent below the level main- 
tained some time ago. It has already 
been decided to transfer the operation | 
of shipping from the Civilian Merchant 
Marine Committee to private com- 
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panies. While the transfer itself was 
originally welcomed by. shipping com- 
panies, they are not sure at the moment 
how much cargoes they would get and 
are so far unable to expect a paying 
business, since the domestic shipping 
market is over-tonnaged by some 
600,000 tons gross and the outlook on 
the overseas trade is anything but 
bright. 

In regard to ships to be exported, the 
high building cost is a fatal stumbling 
block. Worse still, the prospective 
abolition of the price compensation for 
iron and steel in July next will drive 
their prices upward, with the result 


that the current price of Y.72,000 per 
ton gross is expected to exceed Y.90,000. 


During the period that followed the 
war’s end, Europeans were so eager to 
obtain new tonnage that they placed 
orders even with shipyards in Japan, 
far away from their home _ countries. 


But for the present the demand for 


tonnage has abated. 
Comparatively speaking, ship- 


yards in Japan received little damage 


during the war. As they still retain 
their prewar capacity almost intact 
(indicated capacity; 800,000 tons gross; 
actual capacity; 400,000 tons gross), it 
is essential for them to receive orders 
not only from Japanese companies but 
also from foreign purchasers. There- 
fore, all the shipbuilders are now con- 
fronted with the necessity to reduce 
their cost and to double their efforts 
in making improvements by adopting 
welding technique or otherwise. 

To sum up, the real recovery of 


shipbuilding business can hardly be 


expected until such time as a peace 
treaty is concluded, the participation 


of Japanese shipping in international 


trade is recognized and the _ shipping 
business becomes prosperous again. 
5. Automobdilie Industry 

Workers engaged in the automobile 
industry of Japan exceed 100,000 and 
its main plants amount to 550 in num- 
ber at present. The industry’s annual 


output is 20 and several more billion 


yen. The production rate of the in- 
dustry indeed reached 70% of the pre- 
war level, i.e. of circa 1935, as early 
as only three years after the termina- 
tion of the war. 

The industry for a time suffered 
from the shortage of iron, steel and 
rubber tyres, but its production re- 
covered more or less smoothly as these 
bottle-necks in the materials were 


solved. The rate of the recovery is 


shown below: 


Production of ordinary vehicles 
(unit). / 
6,723 
1949 (April-December) ...... 13,511 


However, because the deflation policy 
taken according to the Dodge pro- 
grams began to be felt keenly since 
about July, 1949, and because the re- 
placement of old cars, though exceed- 
ingly expensive to be maintained, 
began to be postponed owing to the 
tightness of money, the demand for the 


newly manufactured motor cars de- 
creased and, as a result, the number 
of new vehicles to be stocited increased. 
Thus every motor-car manufacturing 
company has been forced to resort to 
production control. Therefore, the 
hardest problem which faces the in- 
dustry is the decrease of effective de- 
mand for the new vehicles. 

The automobile industry suffered a 
quite limited amount of war damage 


.and preserves almost intact the equip- 


ments of the pre-war times. And this 


means that the present rate of output 


of the industry is clearly too small for 
the scale of its plants. 

On top of the fact that the condition 
of the home market is not prosperous, 
the present situation of motor car ex- 
port is not promising too. Although 
the number of vehicles exported is 
increasing steadily from only one in 
1947 to 22 in 1948 and 181 in the first 
half of 1949, too much cannot be ex- 
pected in their export unless export to 
the market of China becomes possible 
to the fullest extent without any hin- 
drance. It is true that there have been 
some quotations from South America 
and South Sea areas, but they cannot 
become important markets the 
view-point of quantity. 

The next big problem facing the 
Japanese automobile industry is the 
import of — foreign manufactured 
vehicles. It goes without saying that 
the Japanese automobile industry will 
receive a severe blow by the import of 
foreign motor cars. The expected sale 
price of an American car of Ford and 
Chevrolet class after it is imported into 
Japen, is between 2,800 and 3,000 dol- 
lars, i.e. 1,200 thousand yen. If the 
sale price of a riding car of Datsun or 
Toyopet class small cars can be _ re- 
duced to 400 thousand yen through 
mass production, this reduced price 
will be only one third of the sale price 
of an imported American car and 
enable the Japanese small cars to com- 
pete with the American big cars with 
a wide margin. However, the sale 
price of such a good British small car 
as Austin as delivered in Tokyo is only 
460 thousand yen. The Japanese 
midget car cannot compete with a re- 
liable foreign manufactured car like 
Austin unless its sale price is reduced 
below 400 thousand yen. The Japanese 
automobile industry is expected to 
realize this reduction eventually. 

As for the standard trucks, the 
Japanese trucks can compete with any 
foreign made standard ones in price at 
present, and the imports of American 
trucks seem not to be contemplated 
this year. However, the Japanese 
automobile industry ought to make 
special studies how to improve the 
quality and how to reduce the produc- 
tion cost of the Japanese trucks in 
preparation for the future competition 
with the foreign trucks. Especially re- 
searches should be continued in the 
future for the improvement of dliesel 
engine motor cars, too, because the 
increased production of trucks with 
diesel engines is highly desirable for 
Japan being very poor in fuel re- 
sources. 


The fundamental problem for all 
types of motor vehicles, however, is 
whether or not the demand for new 
motor cars can he created to such an 
extent as the reduction of production 
cost becomes possible through mass 
production. 


6. Machine Industry 


Government consumption and ex- 
port are what had formerly boosted 
the machine industry in Japan. The 
increase of comparative importance of 
the machine industry in all Japanese 
industries can be seen from. the fact 
that the number of machine factories 
was. increased from 9% in 1930 to 
19.8% in 1942. The number of 
workers engaging in the machine in- 
dustry was increased from 10% to 
42.9% and the total value of the pro- 
ducts from 10.7% to 30.6% in the same 
period. In 1945, the total value of 
machine industry production is assum- 
ed to have reached 50% of all indus- 
trial production of Japan. 

What have comprised the greater 
part of the machine industry are ship- 
building, manufacturing of electrical 
machine and appliance, electric wire, 
cable, automobile, spinning and weav- 
ing machine, internal combustion en- 
gine, rolling-stock, communication 
apparatus, etc. As the production of 
these was fostered and _ developed 


speedily at such pressing demands as 


requirements of national defense or of 
export, the technique of western coun- 
tries had to be imported and adopted 
as it was. Improvement in the 
techniques of machine tool manufac- 
turing as well as of casting and forging 


‘which constitute the basis of the 


machine industry, however, had _ long 
been neglected and the machine indus- 
try when considered as a whole lacked 
balance to a deplorable extent. Parti- 
cularly during the Second World War 
such techniques were left far behind 
the advancement of technical level in 
the rest of the world and the Japanese 
technique is, perhaps with few excep- 
tions, at least 10 years, in some cases 
20 years, behind the United States in 
this regard. 

The machine industry which lost the 
huge demand of armament after the 
war has now a great surplus capacity 
in the facilities, even if all the losses 
through war cCamage are taken into 
consideration. The increased produc- 
tion of coal; development electric 
power resources, revival of textile pro- 
duction for export purpose and in- 
creased production of fertilizer, all of 
which were given special stress after 
the war, gave rise to the very active 
production of machines needed for this 
conversion of war time economy to 
peace time economy, and big enter- 
prises which were favored by the sud- 
den rush of orders enjoyed a short- 
lived prosperity for a while. The 
satisfaction to a certain degree of these 
domestic demands, however, coupled 
with the inactivity in export trade and 
the decrease in the effective demand 
due to deflationary tendency, worked 
to bring an end to this temporary 
prosperity. 
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In parallel with the production of 
these capital goods, the production of 
light machines and appliances to meet 
the demand for consumers’ goods 
which had been suppressed during the 
war also experienced a temporary 
flourish. The enterprises engaged in 
the production of these consumers’ 
goods were mostly those of middle or 
small scale. The predominance of 
these smaller entrepreneurs is a 
characteristic feature in the structure 
of Japanese machine industry. These 
middle and small-scale enterprises had 
borne the task of production of 
bicycles, clocks, electric bulbs etc. for 
export in pre-war days, and some of 
these smaller enterprises were engaged 
in production subcontracting fac- 
tories of big enterprises. During 
war time these smaller’ enterprises 
were regimented to form a composite 
production system under and around 
the big enterprises, but when the con- 
trol was lifted after the war, they 
started the production of daily sundry 
goods which were badly wanted by the 
general public. But now that the 
hectic demands after the war have 
been satisfied and the big enterprises 
have recovered themselves from stag- 
gering, they are in a predicament 


mainly due to the universal surplus of 
facilities. 


The fundamental idea of the indus- 
trial rehabilitation of Japan after the 
war lis in the conversion of main 
export items from textile goods before 
the war to such capital goods as 
machinery and plant equipment, by 
utilizing the facilities of the machine 
industry which was expanded enor- 
mously during the war time. How- 
ever, the plan did not work out as 
hoped for. The value of exported 
machines in 1937 was only 7% of the 
total value of export, while it is still 
only about 10% after the war. 


What are desired for the Japanese 
machine industry to recover itself from 
the present difficulties may be summ 
up as follows: 


1. Tne cheap-priced coking coal 
and iron ore of Asiatic countries be 
imported so that the machine industry 
may be released from the burden of 
the high cost of such basic materials 
as coal, iron and steel. 


2. Resumption of trade with China 
which was the greatest export market 
for machine products before the war. 


3. Monetary and technical assis- 
tance for the efficient utilization of 
surplus facilities. 


4. Utilization of the machines and 
facilities of Japanese factories for the 
industrialization of Asiatic countries, 
since they are on the pertinent level 
for the purpose. 


7. Textiles 


The recovery of the textile industry 
falls by far behind the other industries 
of Japan. The production index of 
the textile industry stood at 25.7 per- 
cent as of September, 1949, whereas 
the composite industrial production 
index was estimated at 71.8 per cent, 
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with the average production index of 
1935-37 taken as 100. But the produc- 
tion shows a tendency to increase and 
there is a bright prospect regarding 
the improvement of the domestic de- 
mand situation. Textiles are an im- 
portant factor in the export of Japan, 
totalling one half of the aggregated 
export. Cotton-yarns and _ fabrics, 
silk-yarns and fabrics, and rayon and 
staple fibres are the three chief items 
of exported textiles, representing 
respectively 35%, 7.8% and 6.6% of 
the total export of Japan for’ the 
January-November period of 1949. 

Last year, the export of cotton yarns 
and fabrics attained the post-war peak; 
the annual amount of export of cotton 
fabrics totalled 751 millions sq. yds., 
and that of cotton yarns 23 millions 
lbs. Many handicaps had to be over- 
come in order to attain this post-war 
peak of the export, and there will be 
many difficulties to be solved in the 
future too. The number of spindles 
which Japan is permitted to have was 
set at four millions and almost all 
these spindles are now in operation, 
but this number represents only one- 
third of the number of spindles Japan 
had in the prewar days. It must be 
remembered that the attempts to im- 
prove efficiency and quality are handi- 
capped by the fact that all of the 
spinning machines are remodelled ones 
of those which were installed a long 
time ago and became obsolescent. In 
view of the tendency that the recipient 
nations before the war are now turn- 
ing into supplying nations, Japan will 
find it the more difficult to compete 
with other nations in cost and quality. 
To these industrial handicaps must be 
added the handship due to the fact that 
Japan is in a_ difficult position for 
grasping clearly the tendency of the 
oversea demand. The achievement in 
the increase of exported textiles which 
the textile industry could accomplish 
last year was the result of the indus- 
try’s hardest effort to overcome these 
industrial handicaps by the _ effective 
utilization of obsolescent production 
equipments and by the unique techni- 
que of mixing by which it produced 
good quality textiles using raw cotton 
of comparatively inferior quality. 

As for raw silk, a completely differ- 
ent situation is prevailing. The 
decline of its price this year caused by 
the abolishment of the dollar floor 
price system has brought about a 
serious crisis for raw silk merchants, 
who, on the other hand, have to face 
the high production cost of silk. The 
success of a large-scale production of 
nylon and other synthetic fibres in 
America, which, before the war, was 
the main market for the Japanese raw 
silk as well as the violent and inter- 
mittent fluctuation’ of the market price 
of silk, are partly accountable for this 
crisis. But, fundamentally speaking, 
this comes chiefiy from the fact that 
the economic and financial position of 
the Japanese silk-reeling industrialists 
and wholesale dealers is week and too 
susceptible to external influences. It 
is expected, however, that the unique 
quality of silk will be recognized again 


_ gross tons was given for 


pe 


before long and a new market will be 
developed and some measures are 
under contemplation for this. 

As for rayon and staple fibres, the 
1949 production showed an increase of 
87 per cent respectively over the pre- 
vious year. But it represents only 23 
per cent of the 1938 production peak. 
Seen in terms of export, their export. 
to India has been very brisk until 
March of 1949 and the volume was the 
highest only next to in 1938. But, 
since the O.G.L. (Open General 
License) was suspended by the Gov- 
ernment of India, it became very dull, 
causing a huge accumulation of stocks. 
Fortunately, owing to the existence and 
continuation of the’ strong domestic 
demand, the aggravation of the situa- 
tion was saved. However, the restora- 
tion of the O.G.L. by the Indian Gov- 
ernment is desired from the view-point 
of the expansion of export which is 
a prerequisite for the rehabilitation of 
Japanese economy. 

The per capita domestic consumption 
of all these textiles, which are impor- 
tant export commodities, was estimated 
at 2 los for the year of 1944. In 1949 
it was raised to 5 lbs., but it is still 
far below 17 lbs., which was the 1937 
per capita consumption peak. (These 
figures include those assigned to the 
industrial purposes as well as the 
clothing of the people). 


8. Shipping 


Japanese shipping had been playing 
an important role in the Japanese 
economy as an “invisible export indus- 
try” before the war. The net income 
from the shipping industry averaged 
119 million yen a year against the 
average adverse balance of trade of 70 
million yen between 1930 and _ 1934, 
and contributed, as the third largest 


foreign exchange income earning in- 


dustry coming after the raw silk and 
the cotton yarn and textile which were 
the two most important export com- 
modities of Japan, to the improvement 
of the balance of international pay- 
ments of Japan. The role of marine 
transportation was of the highest im- 
portance, in mdédking the Japanese 
economy stand on its own feet. 
However, the shipping industry suffer- 
ea exceedinsly severe damage in the 
Pacific War. The gross tonnage of the 
Japanese vessels at the time of the 
termination of the war was only 1.3 


millions, about one-fourth of the maxi- 


mum holding reached during the war, 


-and, moreover, 70% of this diminished 


holding consisted of poor vessels that 
had no international classification. In 
so far as the Japanese mercantile 
marine remains to be so weak as stated 
above, it is out of the question that 
the Japanese merchant has any chance 
to accomplish the task assigned to it 
for the improvement of the balance of 
international payments of Japan, even 
when the international navigation is 
thrown open to it. With this con- 
sideration, the construction of ships 
with the international classification has 
been permitted since 1949 and _ the 
construction permit of 300 thousand 
the same: 


June 22 
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Future of Japanese Trade Pacts 


The majority of Japan’s trade agree- 
ments concluded with foreign countries 
mature in the next two or three 
months. Starting May 15 a trade con- 
ference is expected to be held in Tokyo 
for renewal of the Anglo-Japanese 
trade pact. 


Recollecting the inconveniences caus- 
ed by the protraction of the last trade 
negotiations which had further served 
to accentuate export inactivity, Japa- 
nese business quarters are hoping that 
the Government will see to it that such 
a situation will not be repeated. The 
Government, in view of the unsatisfac- 
tory operation of the existing Anglo- 
Japanese trade agreement, is under- 
stood to be studying ways to bring 
about its smooth working. 

A brief review of the features of the 
agreements now in _ force 
future plans are outlined as follows: 


(1) 


As of April 1, trade agreements, by 
which are meant the combination of a 
commercial and payment arrangements, 
number 20 in all. Moreover, the com- 
mercial agreement with Hongkong 


Features of agreements: 


which is accompanied by a payment. 


arrangement, provides for items and 
amounts of import and export as. well 
as the time limit for delivery, while 
agreements with the Latin American 
countries stipulate only the delivery 
period. Whereas the payment ar- 
rangements concluded mostly lay down 
terms of settlement pending the con- 
clusion of a peace treaty, arrangement 
with Belgium and the Latin American 
countries set the payment period at 
one year. 


and the 


Most existing trade agreements 
which were concluded afresh or other- 
wise renewed, are due for renewal in 
May and June, with the exceptions of 
those with Thailand, Burma and 
Sweden. The agreements with Hol- 
land, Indonesia and France which are 


already overdue, have been extended 


until the conclusion of a new agree- 
ment. The agreement with Argentine 
which expires at the end of June, has 


also been made valid up to this year- 


end. 

The countries with whom new trade 
agreements are currently under ne- 
gotiation include the Philippines, 
France, Holiand and Indonesia, and 
with the exception of the United States, 
among the non-agreement countries 
which have close trade relations with 
Japan are China, Canada, Egypt, Italy, 
Spain, Portugal, Norway and Demark. 

Broken down according’ to countries, 
follows an examination how each 
agreement influenced Japan’s foreign 
trade. | 


Sterling area: 

Because of Japan’s favorable trade 
balance with tne sterling area under 
the previous agreement, which _ stood 
at about £45,500 thousands and im- 
ports at £55,000 thousands. Though 
exact figures regarding recent develop- 
ments are not yet available, as of the 
last year, Japan’s exports amounted to 
£22,417 thousands and imports to 
£38,833 thousands, showing an un- 
favorable balance of some 
thousands. This surplus of import has 
tended to dwindle slightly due to re- 
cently eased restrictions by India, 
Pakistan and Malaya, on imports of 


Japanese goods, but Japan’s dire short- 


year. A permit for the construction 
of another 300 thousand gross tons is 
desired for this year. However, even 
after the completion of the construc- 
tion of all these tons, the merchant 
marine holding of Japan will be only 
2 million gross tons, and, even then, 
the vessels that can be used for ocean- 
going are only 60% of it. Therefore, 
the Japanese shipping can only carry 
one-third of the annual volume of 
foreign trade of Japan which is 
estimated at 30 million tons when the 
Japanese economy becomes stabilized. 

Nevertheless, it is most satisfactory 
that the Japanese shipping industry is 
moving towards direction of 
economizing and earning foreign ex- 
change, however small the amount 
may be, by carrying export and import 
goods. However, it is anticipated that 
the Japanese shipping industry may 
be placed in the most difficult position 
when it enters into competition with 
foreign ships in the future. This anti- 
cipation is based upon the following 
facts. In the first place, the Japanese 
shipping agents who lost their accumu- 
lated capitals on account of the war 
have to finance the new construction 
by borrowing, paying interest. 
Secondly, the construction expenses in 


Japan are higher by about 20 to 30%, 
when compared with Great. Britain 
after the devaluation of _ sterling. 
Thirdly, no Governmental subsidy is 
given to the Japanese shipping indus- 
try. Fourthly, the burden of deprecia- 
tion expenses, interest on loans and 
others is heavier upon the Japanese 
shipping industry than any other coun- 


try. Fifthly and as the result of these 


facts, the shipbuilding and 
costs are bound to be high. 


operating 


A blow was served to the Japanese 
shipping by the winding-up of the 
Civilian Merchant Marine Committee 
on April 1, 1950, which had been con- 
ducting a unitary operation of all 
Japanese ships of 800 tons and above 
under the financial aid of the Govern- 
ment. The _ difficulty due to the 
abolishment of the Committee will be 
solved after some length of time 
through the efforts of civilian shipping 
agents which replace the bureaucratic 
red-tape of the Committee. The 
greatest and last critical problem, how- 
ever, of the Japanese shipping industry 
is whether the Japanese maritime 
transportation will be permitted into 
the international shipping circles on 
ordinary conditions or not. 


£15,000 


age of sterling still continues to neces- 
sitate withholding of purchases from 
the sterling area. 

The main reasons for such excess of 
imports and the pound shortage may 
be accounted for by the fact that 
Japan, on the strength of Dr. William 
Logan’s idea, has imported too much 
from the sterling area in defiance of 
the marked inactivity of Japanese ex- 
ports to the same area, which was due 
to high prices of Japanese products as 
a result of the pound devaluation and 
the United Kingdom’s dollar shortage, 
restriction on import of consumers’ 
goods, and accentuated foreign ex- 
change control necessary for its econo- 
mic industrialization. 


Korea: 


Trade with Korea conducted under 
the existing agreement which is shortly 
due for renewal, has recorded only 
$17,890 thousands for export as against 
the expected $51,688 thousands mark 
and $6,200 thousands for import as 
against the expected $30,294 thousands 
mark. | 


This, not to mention its dollar short- | 


age, was because Korea has very few 
commodities other than rice available 
for export. It is said that even with 
rice, exporting facilities have been 
largely crippled by imperfect frame- 


work for rice collection, as well as by . 


domestic inflation. 

However, a new agreement will be 
worked out on a dollar open account 
basis. so as to render the economizing 
of dollar fund possible. 

It is considered hardly possible to 
hope for a balanced trade between 
such countries as Japan and Korea 
whose special products are limited to 
a narrow scope and whose industrial 
capacities are beyond comparison. For 
Korea’s unfavorable balance of trade 
the United States ECA funds are duly 
made available. 


West Germany: 


The agreement with this country ex- 
pires at the end of July this year. Up 
to March-end, Japan’s exports totalled 
$289 thousands and imports $2,362 
thousands against the proposed aggre- 
gate of $12,500 thousands for import 
and export, an import excess on our 
part of some $2,000 thousands. 

The above are the figures kept in 
open account of the settlement bank, 
and since the outstanding figures are 
quoted as amounting to about $2,400 
thousands, the total of import surplus 
comes to $4,400 thousands, or well over 
the swing amount of $3,000 thousands. 


The reason for such an import ex- . 


cess may be assigned to Japan’s over- 
purchase of German products, notably 
potassium, under the Logan import 
program, while very few Japanese 
commodities meet with German re- 
quirements. 


Thus, the situation presents a big 
contrast to the case of Korea. 


French Union: 


The present agreement which ex- 
pired at the end of last February re- 
mains effective until a new pact takes 
its place. 
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As of February-end this year Japan’s 
trade with the French Union showed 
exports valued at $8,740 thousands and 
imports at $13,090 thousands, showing 
an unfavorable balance of some $3,090 
thousands. The dullness in export of 
raw silk: was responsible for this situa- 
tion. 

Holland: 


Just as in the case of the French 
Union, the agreement which expired at 
the end of September last, has been 
extended until such a time when a 
rect will be concluded. 

O date, exports to Holland h 
totalled $3,050 thousands and biota 
$1,750 thousands, showing a balance of 
Some $1,300 thousands in our favor. 


Indonesia:: 


The already-expired trade pact ha 

e Ss 

been made valid until it is ilaned by 
a new agreement. 


Trade with Indonesia amounte 
$47,000 thousands in export as nace he 
the expected $63,100 thousands and 
$14,500 thousands in import as against 
the expected $23,000 thousands, dis- 
playing a fairly unfavorable balance 
for Indonesia which will be covered by 


the ECA funds as in the case of Korea. - 


Belgium: 


The agreement is due at the end of 
May this year, under which effective 
amounts and values of goods for im- 
port are not particularly laid down. 

The March-end trade record shows 
exports totaling $6,715 thousands and 
imports $4,169 thousands, or an export 


excess of about $1,500 thousands in 
Japan’s favor. 


Sweden: 


The existing pact which was. con- 
cluded on April 1, this year provides 
for an open account settlement. 

The figures of trade carried out un- 
der the previous agreement as of the 
end of last March were $7,030 thou- 
sands for export and $9,530 thousands 
for import, resulting in Japan’s favour- 
able balance of approximately $2,500 
thousands. 

This disparity of trade, however, is 
expected to become levelled off with 
the establishment of letters of credit 
necessary for trade between the two 
countries under a barter system. 


Finland: 


With this country, an open account 
with a swing limit up to $400 thousands 
has been arranged for settlement. 

‘As of the end of last March exports 
amounted to $1,520 thousands and im- 
ports to $1,160 thousands, a balance of 
$360 thousaniis in Japan’s favor ap- 


proaching close to the fixed swing 
amount. 


Argentina: 


The agreement with Argentina which 
falls due on June 22 has been extended 
up to the end of this year. 

Payments are to be made _ through 
an open account with a. swing limit of 
$3,000 thousands which recently has 
been raised to $10,000 thousands. 

So far, the volume of trade conduct- 
ed on a letter of credit basis totalled 
$21,000 thousands in import and $5,000 


The Japanese Bicycle Industry 


Il. Post-War Conditions and 
Production. 


Japan’s bicycle manufacturing indus- 
try, the activities of which had already 
been reduced during the war due to 
enterprise readjustment and material 
shortage, is said to have lost by war 
disaster nearly 60 per cent of its pro- 
duction capacity. After the war, many 
of the armament factories were con- 


verted, in some cases reconverted, to 
the production of bicycles. Out of 463 
bicycle factories as at the end of 1948, 
those converted and those newly start- 
ing in the manufacture numbered 200 
plants (43%). Both the converted and 
reconverted factories can be roughly 
divided into four categories according 
to their type of rehabilitation: (1) Big 
enterprises originally engaged in this 


thousands in export, showing a large 


surplus in our export balance. 

True, as it may be with other Latin 
American countries, such tendency in 
Japan’s trade, particularly with Argen- 
tina, lies in the fact that this part of 
the world which assumes a large ex- 
port market for Western products 
seems to be not so particular in seeking 
Japanese merchandise and its unfavor- 
able trade balances with European 
countries as well as the United States 
have led to import restriction over 
Japanese commodities. 


Brazil: 


The agreement under which an open 
account has been established for pay- 
ment, expires next July 1. This pact 
provides for a trade pattern whereby 
Brazil in the first place will purchase 


commodities from Japan and Japan is 


to follow its lead in return. 

At present imports from Brazil 
amount to not more than the equiva- 
lent of something around $800 thou- 
sands prepared for the recently estab- 
lished letter of credit. 

An export contract involving $3,900 
thousands for 9 oil tankers has recently 
been concluded with this country. 


(2) Measures to improve trade: 


As is clear from the foregoing, the 
results obtained from the agreements 
entered have proved most unsatisfac- 
tory to Japanese foreign trade. 


This seems to be due largely to the 


fact that every country which is made 
liable for settlement of its trade 
balance through the medium of the 
dollar, subsequent to the conclusion of 
a trade arrangement, is almost invari- 
ably bound further to strengthen its 
import restriction and exchange con- 
trol to check dollar spending as far 
as possible. 

For this reason, there is provided a 
swing system whereby an agreement 
country, in the case its credit balance 
exceeds a fixed amount, can claim cash 
payment from a debtor country so as 
to put the agreement on a = smooth 
working basis. On the other hand, 
frequent interim trade talks are being 
held between the countries concerned 
for information on, and review into the 
true state of imports and exports con- 
ducted under an agreement. 


Since all this; however, has_ not 
proved adequate for meeting the 
emphasized import. restrictions and 
exchange controls caused by deep 
dollar shortage in other countries, the 
points which the International Trade 
and Industry Ministry now has under 


consideration are: (1) That a multi- 
lateral payment system as incorporat- 
ed in the Japan-German trade pact 
should be introduced -into agreements 
with other countries, making the trans- 
fer of debts and credits to a _ third 
country possible. (2) Where a trade 
talk is undertaken only the SCAP 
authorities are in charge of negotia- 
tions at present, while the Japanese 
Government officials are merely pre- 
sent as observers. To work out an 
agreement according to actual circum- 
stances, their particigation in the dis- 
cussion hereafter should be taken into 
consideration as is the case in West 
Germany. (3) The provisions of an 
agreement should be made as concrete 
as possible, and (4) The establishment 
of government trade agents or repre- 
sentatives in agreement countries will 
be highly necessary in order to main- 
tain close contact with the country 
concerned for satisfactory performance 
of an agreement. 

On the other hand, the main points 
which trading circles are hoping for as 
the ‘only measures which will improve 
the present inactive trade are: (1) 
While negotiating a new agreement 
adequate precaution should be taken 
against the creation of a _ possible 
vacuum period wherein trade may be 
subjected to temporary suspension, as 
was experienced last year with the 
Anglo-Japanese pact, (2) The details 
underlying an agreement are withheld 
from the public, but at least its re- 
levant values and amounts’ involved 
therein should be released for informa- 
tion and guidance to help transactions, 
(3) The existing agreements which 
give much more weight to equalization 
of imports and exports than to increase 
in transaction, should be reformed to 
be effective for a longer period wherein 
the disparity between import and ex- 
port values may come to balance, and 
(4) Permission should be granted for 
exchange of currencies so as to miti- 
gate the inconvenience arising from the 
present payment formula. 

However, there is little likelihood 
that the current world-wide tendency 
towards more stiffened import restric- 
tions and exchange controls which have 
become the great obstacle to smooth 
working of the agreements, will al- 
together disappear, even if the above 
measures are put into operation. 

It is, therefore, considered that a 
satisfactory operation of the agree- 
ments depends only on the sincerity 
and eagerness on the part of the coun- 
Ll which are parties to the agree- 
ment. 
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line of business such as Miyata Works 
(Tokyo), Dai-Nihon Machinery 
(Osaka), Toa Bicycle (Osaka) and 
Okamoto Engineering (Nagoya), etc.; 
(2) Enterprises converted from aircraft 
plants of such companies as Japan 
Metal Industries, Kayaba Industrial 
and Mitsubishi Heavy Industries, etc.; 
(3) Former exporters and commission 
merchants as Ishimaru Co., etc.; (4) 
Medium and small enterprises saved 
from war damages. 

Of these four groups, the predomin- 
ant position is occupied by the big 
enterprises from the beginning. With 
their long erperience and 
techniques, their products are excel- 
lent, the output of the said four re- 
presentative firms in 1947 accounting 
for about 60 per cent of the total pro- 
duction. The export business is also 
monopolized by these four companies. 

Those re-commencing production 
soonest after the war were medium 
and small scale enterprises and most 
of them having been subordinate to big 
<ommission merchants in the pre-war 
time, they could again. commence pro- 
duction immediately after the _ ter- 
mination of hostilities with their faci- 
lities and materials in stock or obtain- 
ed from black market sources, and 
made layge profits because of the post- 
‘war extreme shortage and the spiralling 
inflation. With the slowing down in 
the tempo of inflation, these smaller 
enterprises were adversely affected. 
Faced with a shortage of materials and 
funds, they even began to _ incline 
‘toward dependence upon the larger 
enterprises or commission merchants. 
In the meantime, some exporters or 
cOmmission merchants tended to ex- 
pand their control over these medium 
and small enterprises, through the sup- 
ply of funds and _ materials,’ the 
tendency becoming further noticeable 
after the putting into operation of the 
concentrated production system by the 
enforcement of the Nine Point Econo- 
mic Stabilization Program. 

Enterprises converted from aircraft 
plants being still lacking in experience 
‘and techniques, their production is. not 
‘yet normal. Even while the  recon- 
verted big enterprises are more or less 
‘in subcontract relations with the 
medium and small enterprises, some of 
the converted enterprises are stream- 
lining, their production system ranging 
from the self-supply of raw materials 
‘to the production of complete bicycles, 
which can be regarded as one of the 
new post-war characteristics of this 
industry.. Neither is this production 
‘system adopted by all of the _ enter- 
‘prises converted from munition plants 
nor has the production system and the 
technical studies been fully embodied 
in the products as yet. 

Thus the post-war reconstruction of 
the bicycle industry was started com- 
paratively early. The main reasons 
for this early rehabilitation may be (1) 
the sharp reactionary increase in post- 
war demand after the heavy decrease 
in wartime stocks owing to the re- 
gularization of consumption or decline 
in production; (2) the mechanical 
equipment necessary in this branch of 


special 


industry being comparatively simple, 
both conversion and reconversion from 
armament plant weré easy. | 

The post-war production of bicycles, 
which stood at only 38,000 (including 
parts calculated in terms of complete 
bicycles) in 1945, increased to 460,000 
in 1946, 704,000 in 1947, 1,360,000 in 
1948, and 2,152,000 in 1949, but when 
compared with the pre-war production 
that for 1948 was only 50 per cent 
compared with 1937 and that for 1949 
was about 95 per cent. This advance 
in production was irregular depending 
on the availability of various parts. 
The production increase in such special 
manufactures as rims, chains, spokes, 
etc. was not so manifest, but the parts 
mainly manufactured by the medium 
and small enterprises, such as pedals, 
stands, bells, etc. already indicated 
over-production as early as the end of 
1948. The output in 1949 amounted to 
2,026,000 bicycles, an increase of 69 per 
cent compared with that of 1948, due 
to an elevation in labour productivity, 
which was especially pronounced in the 
later months of 1949. 

These production figures do not in- 
clude products manufactured from 
materials in stocks or purchased on the 
black market. It was estimated that 
this black market production in 1949 
might have attained twice that of the 
registered production. Later, the in- 
crease in material allocation and power 


supply made more production possible, 


and the tightness in the money market 
and decline in demand from the 
general public, compelled a curtailment 
of black market production. When 
considered from the equipment capa- 
city of 255,000 bicycles per month and 
an operation ratio of 60 per cent, the 
monthly black market production can 
be regarded as around 50,000. 


ll. Number of Factories and Scale 
of Business 


Factories which numbered only 119 
in 1945, because of the wartime busi- 
ness readjustment and the war damage, 
increased to 555 with workers number- 
ing 20,019, according to Factory 
Statistics. The number of factories 
investigated by the Bicycle Manufac- 
turers’ Association was 498 in 1948 and 
572 in 1949, and the workers 34,169 
and 32,478 persons respectively. The 
average workers per factory was 68.4 
in 1948 and 56.8 in 1949. A conspicuous 
increase is seen in the post-war statis- 
tics of bicycle workers both in the total 
number and the average per factory, 
compared with the pre-war level. In 
1937, the total number of workers was 
17,202 and the average per factory 20.1, 
according to Factory Statistics. The 
advance in the average scale of busi- 
ness is due to the fact that small scale 


factories had been closed during the 


war and large scale armament factories 
were converted to this line of industry 
after the war, which circumstances can 
be clearly seen from the statistics 
showing increase and decrease of 
bicycle factories according to their 
business scale. According to Industry 
Stafistics, although the greater part of 
those factories are on a small scale, 


employing less than 50 workers, the 
ratio of which declined from 92.8 per 
cent in 1937 to 84.3 per cent in 1946, 
on the contrary, large factories em- 
ploying more than 200 #£workers 
advanced from 1.2 per cent to 3.8 per 
cent. 

The number of factories continued to 
increase after the termination of hos- 
tilities. In 1949, the total number of 
factories increased from 498 to 572. 
An increase was registered in factories 
employing less than 30 workers, whilst 
those employing more than 30 workers 
declined. The total number of workers 
fell by about 7 per cent and workers 
in factories employing more than 30 
workers which occupied a greater part 
of production showed ae decline of 
about 10 per cent. In spite of a de- 
cline in the number of workers, total 
production increased due to’ the 
rationalization of business. 


lil. Production Conditions 


(A) Production facilities. The annual 
capacity of bicycle production facilities 
after the war was estimated to be 
around 3,000,000, judging from the 
monthly capacity of 254,000 as of 
October, 1948, whilst actual production 
proved to. be 1,199,000 (39.3%) for 
1948 and 2,026,000 (66.4%) for 1949. 
Taking into consideration wear and 
tear and the decrease due to wartime 
readjustment and war disaster, it can- 
not be said that production equipment 
has particularly deteriorated. Equip- 
ments were supplemented to. some 
extent by the post-war conversion from 
former munition factories, and there 
are comparatively many good facilities 
in both converted and _ reconverted 
factories. 

(B) Materials. Supplies of basic raw 
materials such as steel and _ leather 
were formerly imported, but from 
around 1933, home products began to 
appear which completely replaced the 


imported materials after the China 
Incident. The home-made ' steel 
tubing and wire, however, being 


inferior to those imported, they con- 
stituted a bottleneck in the production 
of higher grade bicycles. The material 
for bicycles must be of special quality, 
which it was very difficult to obtain 
during the war and even afterwards. 
For instance, the allocation ratio of 
steel material to actual consumption 
was 18 per cent in 1947 and 42 per 
cent in 1948, the balance being supple- 
mented by stocks on hand or through 
black market channels. In addition to 
the shortage of raw material, the 
deterioration of quality was a problem 
in the post-war material supply con- 
dition. Many of these allocated raw 
materials, even if obtained with a great 
deal of trouble, are unsuitable as to 
size or quality and require processing 
before utilization, which naturally 
brings about a fall in the operation 


rate and a rise in manufacturing cost. — 


The material shortage which hampers 
the production of complete cycles is 
not the matter of steel, but rather of 
rubber, occasioning a lack of tires and 
tubes, which situation, however, was 
somewhat improved in 1949, 
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(C) Working force. The post-war 
working force in this branch of indus- 
try as of October 1948, numbered 
37,210, of which 31,555 or 84.8 per cent 
were operatives. The ratio of female 
workers to male workers was 26.6 per 
cent. The comparatively high employ- 
ment ratio of female workers is mainly 
due to the post-war increase of larger 
factories, which requires female em- 
ployees as miscellaneous workers. The 
number of female workers is on the 
decrease compared with the wartime 
operation. Among these females, there 
was a comparatively large number of 
inexperienced workers and the ratio of 
skilled labour decreased. The greater 
part of these inexperienced operatives 
were transferred from armament 
plants, after a few months’ training. 

Wages in this industry continued to 
rise after the war, under the spiralling 
monetary inflation. By the revision of 
the price structure in July 1948, labour 
cost was calculated by the average 
monthly wage in cash for a regular 
male worker of Y.4,895, being a little 
lower than that in the mechanical in- 
dustry. Although the actual pay 
according to the company and locality 
varies, the workers’ average monthly 
pay in 11 companies, investigated in 
September of the same year by the 
Bicycle Manufacturers’ Association, 
was Y.6,264. This wage level was 
later raised by 48 per cent until April 
1949, when the advance was stopped, 
because of the general deflationary 
tendency attributable to the Dodge 
plan. 

The wage for female workers was 
about 60 per cent of that for males. 


IV. Prices and Cost 


The producers’ price as newly estab- 
lished in July 1947 of a 26 inch com- 
plete bicycle for the home market was 
Y.3,030, or 3 times higher than _ the 
previous year and nearly 150 fold of 
the pre-war price. This was, of course, 
the official price of a standard bicycle 
produced under conditions of a smooth 
supply of materials, fuels, etc. at official 
prices; therefore it was, in no way, the 
actual price under the post-war diffi- 
culties. In fact, the total manufactur- 
ing cost in 1947 was twice as much as 
the official price and the black market 
price soared to over two-fold of the 
Official price. which may be under- 
stood from the following figures. 


Cost Price per Complete Bicycle 
at a Factory in December 1947 


yen % 
Direct manufacturing cost 3,399 49.0 
451 6.6 
Indirect manufacturing cost . 2,505 36.5 
Total manufacturing cost .... 5,864 85.5 
General administration and 
BRIGG 997 14.5 
Aggregate total cost .......... 6,861 100.0 


In view of this situation, the official 
price of a complete bicycle was raised 
in July 1948 to Y.6,300 in one bound 
to double the former price, and _ the 
total price of bicycle parts to Y.5,721. 
This price revision, however, could not 
keep pace with the advancing costs, 


and the difference became even still 
wider, with a rapid rise in prices of 
material and labour, but the official 
price remains unchanged up to the 
present. The official price being the 
producers’ price of standard bicycles 
decided under the precondition of 
regular distribution of materials, such 
as tires and tubes, etc., the producers 
could hardly make both ends' meet, 
during the post-war’ shortage of 
materials, even by undertaking the 
manufacture and sale of other commo- 
dities. 

Thus the cost of manufacture was 
always higher than the official price, 
but in 1949, due to a favourable turn 
of material and power situation and an 
advance of operation ratio and produc- 
tion efficiency through business 
rationalization, the cost was fairly cut 
down. Since the middle of the year, 
the market price of parts fell to lower 
than the _ official price, -and after 
September it declined to around 85 per 
cent of the latter.(1) The official 
price for parts was finally abolished. 


Official Prices of Bicycles and Parts 


(in yen) 
1943 1947 1948 

Complete bicycle (26’’) 

Producers’ price .... 73.70 3,030 6,300 
Wholesale price .... . 76.70 3,212 6,678 
Metall Price 93.20 3,533 7,345 
Producers’ price of : 
parts 

(set) 19.00 737 1,548 

(pc.) 2.50 148 289 

Spoke . (per set 1.50 93 130 

(set) 4.45 249 364 


The export price of a 28 inch com- 
plete bicycle was 19 dollars and that 


of 26 inch 16 dollars FOB., the margin 


of profit amounting to about Y.525 at 
the end of 1948. With the establish- 
ment, in April 1949, of a single ex- 
change rate of Y.360 to one dollar, the 
margin was reduced by 31 per cent. 


However, the later favourable turn of 


the material and power situation and 
the rationalization of business permit- 
ted the industry to pay its way and 
barely survive the heavy blow dealt 


by the devaluation of the pound 
sterling in September 1949. 
Rationalization involved a cut. in 


personnel and improvement of facili- 
ties, methods and technique in _ the 
larger scale enterprises. In factories 
employing over 30 workers, the num- 
ber of factories and workers was de- 
creased by nearly 10 per cent and the 
monthly production per capita of 
workers increased from 3.64 bicycles to 
5.46 (about 5%) during one year from 
October 1948 to October 1949. 


V. Home Demand and Export 

(A) Home demand. The number of 
bicycles was remarkably low at the end 
of the war, dwindling from 1 bicycle 


Note: (1) As against the official price 
of Y.5,721, the total wholesale price 
of parts for one bicycle, excluding 
tires and tubes, was Y.5,247 in July 
1949, Y.4,751 in October 1949 and 
Y.4,785 in January 1950, according 
to a Survey made by the Bicycle 
Manufacturers’ Association. 


to every 7 persons in 1943 to 1 bicycle 
to every 13 persons in 1945, and the 
post-war shortage was reported to be. 
4,550,000 inducing an active demand. 
Since the middle of 1948, however, 
despite the increased arrival of pro- 
ducts on the market due to the advance. 
in output, indications of stagnancy in 
the home demand began to appear, re- 
flecting the general monetary  strin- 
gency, particulary in rural communi- 
ties. The production of complete 
bicycles per month in 1949 was 40,000- 
50,000, up to October, excepting May- 
June, when a sharp decrease was wit- 
nessed owing to the enforced rationa- 
lization. Monthly production has 
gradually increased since October and 
in December, attained over  70,000.. 
Stocks also increased, but the ratio of 
stocks to production on the contrary, 
declined to about 34 per cent during 
October through December. 

(B) Exports. The export trade in 
bicycles and parts, which was inactive 
after the war on account of the heavy | 
decline in production, the shortage to 
meet the home demand, and the lack 
of various export conditions, has shown 
a sharp expansion since the reopening 
of private trade in 1947. Exports of 
complete bicycles totalled 11,318 in 
1947, 29,246 in 1948 and 37,706 in 1949, 
(the ratio of exports to production of 
bicycles and parts was 3 per cent in. 
1948). Export value for 1949 amount-. 
ed to 878 million yen, of which com-. 
plete bicycles accounted for 31 per cent 
as against 58 per cent for the year 
before. However, when compared 


with the pre-war level (1937) when 


the export of bicycles and parts reach-. 
ed 37.9 million yen (incl. 14.4 million 
yen to Korea and Formosa) and 
accounted for 46 per cent of the pro- 
duction, recent exports (in terms of 
dollars) corresponds to about one fifth 
of the pre-war amount. When it is 
remembered that pre-war exports were 
mostly parts rather than complete 
cycles, it is believed that there may be 
enough room for future expansion 
through the export of parts. 

Before the war, the greater part of 
Japanese bicycles was exported to 
Korea, Formosa, Manchuria and China, 
which amounted to Y.24 million in 
1937 or about 65 per cent of total ex- 
ports; among other territories Indo- 
nesia, India, Thailand, Malay, Philip- 
pines and Africa, etc. were important. 
The post-war destinations were 
Indonesia (accounting for the greater 
part until 1948), Singapore, Korea, 
Thailand, Formosa and Central China, 
etc. During the first half of 1949, 
about 60 per cent of total bicycle ex- 
ports was for India and other South-. 
East Asiatic sterling countries, but in 
the second half, Formosa had come to: 
lead in these destinations; for the whole 
year of 1949 India and Formosa held 
the predominant position, followed by 
Indonesia, Philippines, Thailand, Sin-. 
gapore, etc. 


Vi. Conclusion 


The Japanese bicycle industry made 
great expansion before the war as an 
export industry, obtaining a footing in: 
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HISTORY OF 


Since time immemorial, Indonesia 
has been the recipient of successive 
waves of immigration. Being a bridge 
connecting Asia with the Pacific con- 
tinent and islands and to a_ lesser 
degree with Africa, this is but natural. 


The Malays themselves, one of the 


major races inhabiting Indonesia, were 
one of the great sea-faring races of 
the world, and in their wanderings they 
reached the Pacific coast of America, 
the south of China, Siam, Indochina, 
Maldive islands, and the coast of South- 
east Africa facing Madagascar. Their 
traces are still to be found in these 
regions. They conquered and colonized 
the island-world in the Pacific and 
Indian Oceans. They intermarried with 
the aborigines of Melanesia and Poly- 
nesia. In short, there has been constant 
ebb and flow of peoples which resulted 
in the fusion of races and mixture of 
blood, so that it is extremely difficult, 
now to distinguish one race from an; 
other. Well-known  ethnologists have 
grouped the Indonesians into the Mon- 
golian race. Logically, the Indonesians 
should have yellow pigmentation as the 
Mongols have. But, as a matter of 
fact, the overwhelming majority of 


world markets, particularly in South- 
East Asia and Africa, in competition 
with the highly industrialized countries 
of the West, because of the depreciated 
Japanese currency. Although it suf- 
fered a severe blow by the war, the 
industry has been able to revive since 
1947. Production in 1949 attained 


more than 50% of the pre-war peak, 


while the number of bicycles including 
parts, or the total production volume in 
metric tons, is now approaching the 
pre-war level. Exports, however, are 
still not much greater than one fifth 
of the pre-war amount. The future 
development of the industry must de- 
pend upon exports, apart from the in- 
crease of home demand. Why Japa- 
nese bicycles could compete with 
foreign manufactures before the war 
was due to price rather than quality. 
Since the end of the war, quality has 
become the first essential in  inter- 
national competition for Japanese 
manufactures. Although there are still 
some hindrances in the production of 
first class goods, due to lack of special 
materials such as steel for tubes etc., 
the regional position of South-East 
Asiatic markets, and Japan’s high pro- 
duction capacity of bicycle parts which 
being of the same standard can be 
adopted as supplements for’ British 
manufactures, will be favourable fac- 
tors in the development of Japanese 
exports. 

In brief, the promotion of exports is 
essential for the future development of 
the country’s bicycle manufacturing in- 
dustry. For the promotion of exports, 
it is necessary to improve the quality, 
reduce the manufacturing costs by 
rationalization, and to open up over- 
seas markets after a proper investiga- 
tion. 


INDONESIA: 


them are brownish in colour. This may 
be due to the tropical climate and sur- 
roundings. | 
Generally speaking, the Mongoloid 
traits are more recognizable among the 
Indonesians dwelling along the shores. 
They are marked chiefly by a yellowish 
tinge, round head, straight hair and 
narrow eyes. In the interior of the 
islands the people are marked more by 
a brown skin, long head and wavy hair. 
Indeed, it is true, that the ‘discoveries 
in Java since 1890, by B. Dubois and 
others, of primitive skeletal remains of 
Pithecantropus Erectus, Homo Wad- 
jakenis etc. of Pleitocene date suggest 
that members of human and  proto- 
human stocks reached this part of the 
world perhaps even before implements 
were invented.’ It shows that Indonesia 


must have been the home of one of the 


earliest races of mankind and was in- 
habited at least 400,000 years ago. Of 
recent date, Koningswal discovered yet 
another species older than that of 
Pithecantropus Erectus. This pushes 
the date further back to about 500,000 
years. The eleven skulls discovered in 
Ngandong in East Java bears Neander- 
thalman’s characteristics. According to 
the anthropologists, this species must 
have existed nearly 40,000 years ago. 
But here our argument ends. We are 
not in a position to conclude that the 
present Indonesians are direct descend- 
ants of the species mentioned above. 
Therefore, at the present stage of our 
knowledge it is difficult to define who 
are the aborigines of Indonesia. The 
brothers, P. and F. Sarasins advance a 
theory that the original population of 
Indonesia belonged to a race of dark 
skin and small stature whose descend- 
ants are called the Veda people after 
the well-known Veda tribe of Ceylon, 
belonging to the same group. It has 
been also asserted that the brown race 
of Indonesia has been recognized from 
early time as a distinct type of mankind. 
The Malay race has been considered as 
aborigines of Jambi and Palembang 
(South East Sumatra). But researches 
have proved that those we consider as 
aborigines at first are really people 
who have come from somewhere else. 
Von Heine-Geldern, one of the found- 
ers of the Indonesian pre-History, and 
a famous American pre-historian, has 
pointed out that the scattering areas of 
the square-axe-culture, called after the 
implements they brought from their 
ancestors’ homeland, are exactly co- 
extensive with those of the Indonesian 
languages and so the widely acceptable 
theory that neolithic people who 
brought the square-axe-culture were 
also at the time the propagators 
of the Indonesian languages, hence the 
ancestors of the Indonesian people. 
Prof. Kern, the founder of the Indo- 
nesian Philology, basing his researches 
on philological evidences, comes to the 
conclusion that the ancestors’ homeland 
was situated on sea-shores and they 
were sea-faring. From further 
evidences it is apparent that the home- 
land was. situated in ‘Champa and 
Cambola and adjoining regions along 
the sea.’ This square-axe-culture, ac- 


wooden houses richly 


cording to Von Heine-Geldern’s con-- 


clusion, came somewhere from the 
region, where the great rivers of East 


and South-East-Asia have their course.. 


His hypothesis is that the ancestors’ 
country is somewhere in the neigh- 
bourhood of where the upper course of 
the Songkhoi river in Hanoi, the Si- 
Kiang river of Canton and the Yang- 
tse-kiang converge together. This is 
identical with Yunan in South China. 
For the greater part, the square-axe- 
culture was retraced by the bronze- 
culture whose ancestors’ country was 
in Tonking, an area which comes within 


‘adjoining region along the sea.’ This 


would agree with the conclusion of 
Prof. Kern mentioned above. : 

The square -axe-culture marches 
southwards branching off further to 


the Indian Peninsula and to the Indo- 


nesian Archipelago respectively through 


the Malay Peninsula, taking with it the 


Indonesian language and culture and 
northwards to the southern islands of 
Japan where it intermingled itself with 
the aborigines. » 


Thus both philologic and prehistoric 


evidences supplement and complement. 


each other. And now we can ramify 
the Indonesian migration into Indonesia 
in two distinct waves, taking place 


during Neolithic age and Bronze age 


respectively. In the Neolithic age, 
about 3000 B.C., people who spoke the 
language of the origin of the present 


Indonesian language came somewhere: 
from the neighbourhood of Yunan 


(South China) and scattered themselves 
across to the Indian Peninsula in the 
south on the one hand specially along 


the eastern coast where they plied — 


themselves to navigation—and later on 
proceeded to Indonesia, and to -Indo- 
nesia on the other via Malay Peninsula. 
However they did not go further than 
the eastern Moluccas. 


Comparatively speaking, they had 


already reached a level of high civiliza- 
tion and highly developed ceremonial 


system. They used beautiful stone 


implements and stone adzes. They 
were good carpenters and 
decorated and 
ornamented. They knew the arts of 
pottery and weaving. The late Prof. 


Kern’s researches revealed that the 


principal means of existence of the 


Indonesians at that early state was. 


agriculture of a type highly developed 
including the cultivation of rice on 
sawahs (irrigated fields) and ladangs 
(dry fields). They certainly knew the 
science of navigation. 

The second wave of migration which 
took place round about 200-200 B.C., 
traversed the same route and pene- 
trated further east as far as New 
Guinea and northern Halmahera affixed 
with other Indonesian isles. They 
possessed a higher culture and civiliza- 
tion and practised a more highly deve- 
loped navigation. Belonging to the 
Bronze age as they were, they used 
metals such as iron, bronze, copper 
and gold. 

The two cultures, namely, the Neoli- 
thic and Bronze cultures, gave rise to 
the Indonesian civilization that existed 
before the coming of the Hindu civil- 
ization to Indonesia in our era. 


lived in 
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MEDIEVAL INDONESIA 


The first historical references to 
Indonesia are found about the begin- 
ning of the Christian era, in Chinese 
sources. The annals of the Emperor 
Wang Mang (1-23 A.D) contain a des- 
cription of Indonesian affairs. Again 
in 132 A.D. another Chinese authority 
reveals that a king of Je-tio sent pre- 
sents to the Emperor of China. The 
Je-tio is a Chinese transcription of 
Javadvipa referred to in the Hindu 
epic of the Ramayana. The Greek 
geographer, Ptolemy (160 A.D.) men- 
tions the island‘of Iabadiu which re- 
presents Prakrit form of the Sanskrit 
Javadvipa. Sanskrit and Pali texts re- 
er mostly to Javadvipa and Suvar- 
nadvipa, the former of which has been 
identified as Java and the latter as 
Sumatra. 

Thus while the Chinese annals speak 
of the existence of a kingdom in Suma- 
tra and its relations with China, from 


Ptolemy’s description we can establish 


the existence of trade connections be- 
tween Indonesia and India as early as 
the first century of Christian era. It 
is quite possible that the seven king- 
daoms of Javadvipa mentioned in the 
Ramayana were the indigenous Indo- 
nesian kingdom. Some of the kings of 
the Hindu Indonesia (in Java) of the 
8th. century, held pure Indonesian titles. 
‘This shows that the titles must have 
been in use before the coming of the 
Hindus and therefore, in its turn, this 
fact speaks for itself that some organ- 
ized Indonesian states must have been 
in existence before the arrival of the 
Hindus. 

~The continuous flow of the Hindu 
immigrants from India from the first 
to the seventh century A.D. shaped 
Indonesian culture and_infiuenced 
deeply Indonesian civilization. The 
history of Indonesia has been the his- 
tory of absorption and. assimilation of 
foreign elements. But no sooner were 
the early immigrants absorbed and 
their civilization assimilated by the 
Original inhabitants than the new- 
comers came. 

The oldest inscription found in East 
Kalimantan (Borneo) gives us the clue 
to the existence of an Indonesian king- 
dom there around 400 A.D. From other 
evidence we can conclude there were 
many more kingdoms in Indonesia at 
that time. The name of Purnavarman, 
the king of Taruna in West Java, is 
associated with the oldest public irriga- 
tion work in Java whose length is 
seven miles and which was completed 
in twenty days. 

Most of the immigrants from India 
followed Hinduism. It seems that Hin- 
duism found favour with the Indone- 
Ssians of the upper 
became converts. Fah-Hien, the Chin- 
ese pilgrim who visited Java in 414, 
found almost all the population of the 
islands to be either Brahmins or 
heathens. 

It appears that Buddhism was first 
preached in Indonesia by Gunavarman 
of Kashmir shortly after 420. His mis- 
sionary activities were rather concen- 
trated in Sumatra, though he visited 
Java too. Yet the statue of Buddha 
found near Palembang in Southern 


class and they 


Sumatra pushes the date of the appear- 
ance of Buddhism in Indonesia back 
probably to the second century, when 
the Shrivijava kingdom which we are 
going to describe might have been 
born. Anyhow, it seems, that before 
the arrival of Gunavarman, Hinduism 
was the acknowledged religion of al- 
most all the inhabitants of Indonesia. 
Relations between Indonesia and the 
neighbouring countries had been estab- 
lished. For a while Indonesia enjoyed 
the privilege of being a_ theological 
centre, and with a prominent place in 
the cultural world. 


Gunavarman converted many princes 
to Buddhism. About the 5th or the 6th 
century Buddhism became the pre- 
dominant religion of Sumatra. After 
extensive work by Sumatra mission- 
aries most of Hindu-Indonesia was 
ultimately converted to Buddhism. The 
Indonesians blended the new religion 
and civilization with their own, and 
there sprung up a new civilization of 
the Shrivijaya Empire, with its capital 
in the city of Shrivijaya, the present 
Palembang. It was a Mahayana Bud- 
dhistic kingdom which used the old 
Malay language. 


Side by side with the Shrivijaya 
kindom there was the Malayu kingdom 
of Diambi which the former conquered. 
For some time, the Shrivijaya kingdom 
was confined only to Sumatra. Later 
on Shrivijaya became a mighty king- 
dom, and in the eleventh century at 
the height of its power and glory, with 


hegemony over the western half of 
Java, Malaya, Kalimantan (Borneo), 
Sulawesi (Celebes), the Philippines, 


parts of Indochina and Cambodia, half 
of Formosa, parts of Southern China 
round about Canton, Ceylon and some 
parts of India facing Ceylon, and prob- 
ably the territory on the south-east 
coast of India including Negapatam. 
The Empire was. essentially a_ great 
naval power, based on trade and com- 
merce. For another three centuries 
the Empire continued to control trade 
and commerce of Malaya till it was 
ultimately overthrown by Majapahit 
Empire in 1377 A.D. 


Besides its wordly fame, the Shrivi- 
jaya Emovire was renowned as a centre 
of culture and learning where pilgrims 
from China. on their way to India, used 
to stop. They stayed there for severai 
years, collecting Buddhist manuscripts, 
studying Buddhist philosophy, acquir- 
ing Buddhist knowledge in preparation 
of their visit to India. The kingdom 
of Shrivijaya was known to India. It 
has been discovered that the revenues 
of some villages in Bihar were devoted 
to the support and upkeep of a Shrivi- 
jaya House at the famous’ Buddhist 
University of Nalanda. 


Unlike Sumatra in Java both Shiva 
and Vishnu were worshipped. Though 
Buddhism’ existed side by side with 
Shivaism, the difference between the 
two disappeared gradually. The oldest 
temples which have been so far traced, 
situated on the Dieng Plateau in central 
Java, are solely dedicated to Shiva. 
And the splendid group of temples of 
Prambanam, also in central Java, centre 
round a Shiva temple. 


Another state in Java was that of 
Kaling in central Java. It was a Hindu 
state. It might have something to do 
with India because there also was a 
Hindu state of the same name on In- 
dia’s east coast and probably for this 
reason too that the Indonesians of the 
present day call Indians in Indonesia 
Kalings. This was about the middle of 
the 7th. century. Then, a new stream of 
immigration flowed into Indonesia anda 
a new dynasty known in history as 


Shailendra arrived. The rulers of this 


dynasty were lovers of art, as those of 
Shrivijaya were of the sea. The dy- 
nasty succeeded in building an amazing 
number of stone temples and the 


greatest of them, known as_ Chandi 
Borobudur, still stands erect and 
attracts numerous visitors. It is indeed 
the greatest monumental achievement 


of the Shailendra period (760-860). 


Then the centre of gravity of Indo- 
nesian history shifted to east Java, 
from which Hindu Majapahit, another © 
great empire, spread its mighty wing 
throughout Indonesia. 

For sometime, the history of easi 
Java was that of the fall of one state 
and the rise of another, and the fall of 
cne potentate only to be followed by 
the rise of his rival. It was also the 
history of ceaseless endeavour at uni- 
fication of Indonesia and rapid expan- 
sion of trade and commerce and naval 
power, and this brought east Java into 
conflict with Shrivijava but the former 
was able to maintain its independence. 


First Mataram kingdom came into 
existence only to be substituted by its 
off-spring, the Kediri state (925-1222). 
With the fall of Kediri rose Singasari 
state, the last ruler of which, King 
Kartanegara, was the father of the 
crown Prince Vijaya, who laid the 
foundation of the Majapahit Empire. 


After an initial set-back under the 
able leadershiv of Premier Gajah Mada, 
the Empire grew rapidly at the expense 
of the neighbouring states. Gajah 
Mada became Premier in 1331, and 
retained his office till his death in 1364. | 
The Empire grew so powerful that It 
defeated the once most powerful Shri- 
vijaya in 137% Ultimately the entire 
Indonesian islands fell into the mighty 
hands of Majapahit Empire, and for 
the first time Indonesia was united 
under one Indonesian Government. Its 
might was felt by neighbouring coun- 
tries. Siam too had to acknowledge 
its suzereinty. 


The Government of this Empire ap- 
pears to have been highly centralized 
and efficient. The system of taxation, 
customs, tools and revenue was excel- 
lent. Among the separate. departments 
of Government there were a colonial 
department, a department of commerce, 
a department of public welfare and 
health, a department of interior and 
a war department. There was a 
supreme court consisting of two pre- 
siding judges and seven judges. 


Majapahit was a trading empire hav- 
ing a big naval establishment and a 
mighty armada. The export and import 
trade was carried on chiefly with India, 
China and its colonies. The state of 
Majapahit lasted for about two cen- 
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turies but the greatest period of the 
Empire was from 1355 to 1380. 

This imperialist state went the way 
of its old rival, Shrivijaya; it was the 
work of a few men, and with their 
death it collapsed. For sometime, how- 
ever, it carried on as an independent 
state. Internal troubles and _ the 
famine of 1426 precipitated its down- 
fall. Ultimately ‘it gave way to the 
ever growing force of Islam (1478). 

Our knowledge of the extensive com- 
merce with the East carried on by the 
Arabs from very early times makes it 
safe for us to conjecture that Islam 
was introduced into Indonesia in the 
early centuries of the Hijroh. In the 
second century B. C. the Arabs mono- 
polised the trade with Ceylon; in the 
seventh century A.D. they carried on 
big trade with China and till the com- 
ing of the Portuguese, they were the 
sole carriers of the trade with the East. 


some commercial posts in the islands 
of Indonesia. Chinese annals, under 
the date of 674 A.D., give an account of 
an Arab chief, and ‘of an Arab settle- 
ment on the west coast of Sumatra. 
But the first chronicled date of the 
coming of Islam to Indonesia was the 
year 1111 when some Achinese of the 
north west of Sumatra embraced Islam 
at the hands of an Arab named Abdul- 
Jah Arif. Burhanuddin, one of Abdul- 
lah Arif’s disciples, later on carried 
Islam down the west coast as far as 
Pariaman in Minangkabau. By the 15th. 
century the kingdom of Minangkabau 
became virtually a Muslim state. The 
first Muslin state was_ established in 
Acheh in 1205 A.D., when Juhan Shah, 
its first ruler ascended the throne. 

‘Missionaries,’ says Arnold, ‘must also 
however have come to the Malay 
Archipelago (Indonesia) from the south 
of India....judging from certain pecu- 
- liarities of Muslim theology adopted by 

the islanders. Most of the Muslims of 
the Archipelago belong to the Shafi’iy- 
yah sect which is at the present day 
predominant on the Coromandal and 
Malabar coasts, as was the case also 
about the middle of the 14th century, 
when Ibn Batutah visited these parts 
(1345). So when we consider that the 
Muslims of the neighbouring countries 
belong to the Hanafiyyah sect, we can 
only explain the prevalence of the 
Shafi’iyyah teachings by assuming them 
to have been brought thither from the 
Malabar coast, the parts of which were 
frequented by merchants from Java... 
From Ibn Batutah we learn that the 
Muslim Sultan of Samudra (in Suma- 
tra) had entered into friendly relations 
with the court of Delhi... But long 
before this, the merchants from the 
Deccan... had established themselves 
in large numbers in the trading ports 
of these islands where they sowed the 
seed of new religion.’ 

Marco Polo who had a short sojourn 
in the north coast. of Sumatra in 1392 
tells us that the townspeople of the 
kingdom of Perlak on the north-east 
~ corner of the island were Muslims. A 
Chinese traveller on his way to Suma- 
tra in 1413 found that Lambiri in the 
north had a population of 1,000 Muslim 
families and the people and the king 


of Aru kingdom were Muslims. In the 
first half of the 15th. century Islam made 
rapid progress in Southern Sumatra, 
particularly Palembang, and towards the 
close of the 15th. century in Lampung. 
Missionary work in both the places was 
carried on by Raden Rachmad from 
Java and Minak Kamala Buni, a chief- 
tain from Lampung. At the end of the 
15th. century a prince of Pajajaran, a 
state in the western part of Java, in- 
troduced Islam into the island. He 
went to India as a merchant and re- 
turned home a Muslim missionary. A 
century and a half later, an Arab call- 
ed Maulana Malik Ibrahim § started 
missionary work in east Java, where 
Gresik is situated. Gresik became the 
centre of gravity of this work, from 
which many a missionary was sent out. 


Thousands and thousands of Javanese © 


- embraced Islam and Muslim states were 
founded. 


Naturally they must have established 


In the meanwhile the same work 
was carried on by the Arab, the Suma- 
tran and the Javanese merchants 
among the inhabitants of Moluccas 
islands. But the real progress they 
made ‘was in the 15th. century when a 
heathen king of Tidore along with his 
people accepted Islam as their religion 
and the King of Ternate went to Gresik 
in 1495 in order to embrace Islam. 
Assisted by other missionaries, these 
two kings exerted their utmost to con- 
vert their peoples to Islam with an 
unmistakable success. 


In Kalmanten (Borneo), Islam was 
generally confined to the coastal areas. 
In 1521, the Spaniards found in the 
north a Muslim state of Brunei. By 
this time, the king of Banjarmasin, a 
state in the south, and his people had 
been converted to Islam and the state 
of Sukanada had in 1590 a first Muslim 
ruler. 


In Sulawese (Celebes), by the 16th. 
century, the Bugis and Macassars 
adopted Islam and by the beginning of 
the 17th. century the princes and the 
population of Sulawesi embraced Is- 
lam in large numbers; and the Sul- 
tanate of Macassar became afterwards 
a very powerful state. Similarly all 
other smaller islands of Indonesia such 
as Lombok, Sumbawa, Flores, Timur, 
Roti, etc. were overwhelmed by the 
dynamic force of Islamic teachings. 


In the 16th. and 17th. centuries Indo- 
nesia was marked by the growth of 
Muslim Sultanates and their resistance 
against the advent of the Europeans. In 
Sumatra, the Sultanate of Acheh was so 
powerful that it held its sway not only 
over Sumatra but also over Malaya. 
The most important Sultanates of Java 
were those of Denmark, Bantam and 
Mataram, each of which had been in 
varying degrees influential in Java 
and the first of which had been even 
influential in the southern Sumatra. 
The Sultanates of Ternate and Tidore, 
west of Halmahera, held Moluccas 
islands under their sway, while Banda 
islands were under Muslim republics. 
In Sulawasi the Macassar Sultanate 
rendered good account of itself, as de- 
fender of the Faith. 


Sumatra. 


MODERN INDONESIA 


Besides being situated on the high-- 
way of commerce, Indonesia’s commer=- 
cial products had attracted traders: 


throughout the world from the East as 


well as from the West. The first to. 
come from the West were the Portugu- 
ese (1521). The westerners as traders. 
were welcomed in Indonesia. But as 
soon as they began to interfere in re- 
ligious, economic and political affairs, 
the Indonesians could not _ tolerate: 
them. The Portuguese *were greatly 
inspired by the spirit of the Crusades. 

proselytisin activities of 
Portuguese made the Indonesians offer 
fierce resistance. The Indonesian Sul- 
tanates simulataneously waged wars 
against the Portuguese till in 1565 the 
whole Portuguese mission was brought. 
to naught. 

The Portuguese were followed by the. 
Spaniards, the French, the Dutch and. 
last of all, the English. Of all Euro- 
pean traders the Dutch were the most 
important. They their 
pearance in Indonesia in 1592. But, as 
usual, 
They started interfering with and ac- 
quiring Indonesian territory and mono- 
polising Indonesian trade and com- 
merce. The Indonesians could not tole- 
rate this and conflicts followed. These. 
conflicts developed into wars especially 
when the Dutch resorted to proselytis- 
ing activities in order to gain support 
from the converts. All the Sultanates: 
arrayed themselves against the Dutch. 
But as luck would have it, by the 18th. 
century the Indonesian Sultanates be- 
gan to decline, and the Dutch gained 
the upper hand. 


Among the heroes of this period were > 
Sultan Abdul Fatah Agung of Bantam | 


state (1651-1685), Tarumajaya, a Prince 
of Madura, and Surapati, a Balinese 
Guerilla leader. 

The whole of the 19th century in 
Indonesia was a_ period of consolida— 
tion of the Dutch power and life and 
death struggle for the Indonesians. All 
Muslim states succumbed to the Dutch 
imperialist power one after another. 
But this was only a blessing in disguise. 
The decadence of the Sultanates gave 
the opportunity for Indonesian territo- 
rial nationalism to assert itself once: 
again. The impoverishment of the: 
peasantry and the depression of the 
nobility by the Dutch, religious inter-- 
ference and other common sufferings 
under the Dutch maladministration- 
helped to kindle this nationalism. 

The first to assume national leader- 
ship was Abdul Hamid Dipa Negara, 
the elder son of Sultan Amagankubo- 
wana III of Mataram. He had been for 
a long time secretly preparing for a 
conclusive deal with the Dutch. He 
and his people waged war against the 
Dutch for five years (1825-1830), in- 
flicting heavy casualties on the Dutch 
who lost nearly 15,000 soldiers and 
spent about 20 million guilders. 

Almost simultaneously, Tuanku Imam 
Bonjol, a great patriot and a staunch: 
Muslim paritan, led a powerful revolt 
against the Dutch Government in 
But when Dipa Nagara was 
captured in 1830 the Tuanku Imam had 


to bear the whole weight of the Dutch 


the. 


the flag followed the trade. 
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‘might and was defeated in 1837. Both 
of them were exiled to Sulawesi island. 


The last national hero of 19th. century 
Indonesia was Tenku Omar of Acheh. 
Acheh Sultanate was the last Indonesian 
‘stronghold that the Dutch could sub- 
due. In 1878, war broke out between 
the Dutch and the Acheh Sultanate. In 
1879, a great part of the Sultanate fell 
into the hands of the Dutch, but the 
rest continued to fight them under the 
skilful leadership of Panglima Polin 
Tenku Omar. This Acheh war taxed 
the Dutch imperialist heavily — more 
than 250 million — and the war drag- 
ged on for years without any decisive 
result. Military tactics having failed, 
the Dutch resorted to the policy of ap- 
peasement. In 1893, Tenku Omar was 
appeased and he allowed himself to be 
used by the Dutch. But on the 29th. of 
March 1896, while he was at the zenith 
of his power, Tenku Omar, all of a sud- 
den, turned against the Dutch, and on 
the llth. February 1899, a shot from the 


enemy made him a shahid in the battle- 
field. 


The war of resistance went on. The 
Jast Sultan of Acheh was captured in 
1903 and exiled to Java in 1907. The 
real war may be said to have ended in. 
1904, but battles and encounters on a 
Small scale continued till 1913; We can 
mention many more insurrections such 
as the Bantam seditions (1849-1872 and 
1888) in western Java, the Lombok war 
(1894-1896) in Lombok, the Goa war 
(1905-1907) in southern Sulawesi; and 
Kamang war (1908) in Minangkabau 


Sumatra, but they were of local signi-. 


ficance. In many parts of Indonesia 
the Dutch never gained real control, 
and before they could sit comfortably 
as the undisputed single power in Indo- 
nesia, by 1908 the Indonesians had al- 
ready organized themselves in a free- 
dom movement on modern lines. 

The Dutch started direct trade with 
Indonesia in 1595. In 1602 they found- 
ed the Dutch East India Company 
which was given power to perform acts 
of sovereignty in regions east of the 
Cape of Good Hope and west of the 
Strait of Magellan on behalf of the 
Dutch State General, and of sole mono- 
poly in the shipping trade. The Com- 
pany established settlements in Indo- 
nesia, first in Jacarta (Batavia) and 
then in many other places, and drove 
the Portuguese and the Spaniards out. 
The Company imposed its sovereignty 
over Indonesian territories and Indo- 
nesian potentates and chieftains and ex- 
acted tributes from them in the form 
of agricultural produce. Through the 
chieftains the Company forced the In- 
donesians to cultivate agricultural pro- 
duce in their lands, thus depriving them 
of their main source of living. For 
example the Dutch restricted the pro- 
duction of spices and ordered that no 
nutmegs should be cultivated except in 
Banda Island. The Indonesians resist- 
ed and it was only after a century and 
a half of struggle that the Company was 
able to quell the ‘rebels’ by extirpating 
the entire povulation of Banda and 
one-fourth of the Amboina population. 
The Company stifled their trade and 
shipping by pushing them back into the 
villages to live a miserable life. This 


monopoly right enabled the Company 
to send annually millions of guilders to 
Holland, and for two centuries divi- 
dends ranging from 12% to 50 per cent 
were declared. At the same time the 
Company’s officers who were underpaid 
to make the two ends meet, carried on 
illicit private trade which affected ad- 
versely the indigenous trade. On top 
of this, quelling the ‘rebels’ drained the 
resources of the Company. Though for 


-a long time no profits accrued. the 


shareholders in Holland had to be ap- 
peased with dividends they were accus- 
tomed to receive. This was made pos- 


sible through large scale borrowing in © 


anticipation of future profits. The 
debts of the Company. amounted to 
134,000,000 guilders. Due to this state 
of financial bankruptcy, the Company 
was dissolved in 1709, and its assets 
and liabilities were transferred to the 
Dutch Republic, which thus acquired 
the whole colonial empire of Indonesia 
with its ample resources to discharge 
the debts and to build uv the Republic. 


The Dutch Republic did not have 
everything its own way. Besides the 
Dutch there were two other powers to 
be reckoned with in Indonesia, namely, 
the British and the French. In 1803 all 
territories except Java, Timor, Macas- 
sar and Palembang were lost to the Bri- 
tish. In 1810 the Netherlands them- 
selvse were annexed by Napoleon. On 
the fall of the Netherlands, the British, 
after driving out the French occupied 
Java. When the Dutch Republic re- 
gained Indonesia after 1816, it found 
itself engaged in colonial wars, namely, 
Dipa Negara or the Java War (1825- 
30), Imam Bondjol or Padri War (1821- 
39), etc. At home it had to suffer the 
Belgian revolt which ended in the 
separation of Belgium from the Dutch 
Republic in 1830. These troubles at 
home and abroad caused a deficit in the 
colonial budget and exhausted the home 
treasure. Faced with the financial 
difficulties and the problem of re- 


habilitation and reconstruction of Hol- | 


land, the Dutch Government turned to 
Indonesia for a new source of income. 
A plan for the systematic exploitation 
of Indonesia was made. Under this 
plan the Government demanded from 
the peasants through their chieftains, 
either two-fifths of the annual harvest 
as land revenue or the cultivation of 
one-fifth of their rice lands with crops 
required by and for the Government. 
For building roads, canals and planta- 
tions, peasants were comovelled to ren- 
der one day’s free labour every week. 
Indonesia was considered one huge 
plantation for the production of articles 
for the world market and a supplier of 
cheap labour. Thus the Dutch con- 
verted the economy of Indonesia into 
‘export economy’, to the detriment of 
the well-being of its people. The cul- 
ture system proved to be a real finan- 
cial success. During the 48 years of 
its existence, namely from 1830, the 
amount of profits that flowed into Hol- 
land was no less than 823,000,000 guil- 


ders or an average amount of 17,500,000 
a year. 


This ruthless policy of exploitation 
was widely criticised both in Indonesia 
and Holland. Humane Netherlanders 


like Multatuli (Dekker), Baron van de 
Hoevell, van de Putte and the ethical 
group of van Devent and others tried to 
mould Dutch public opinion against the 
system. Ultimately under strong pres- 
sure from the States-General, which 
had been captured by the liberals, the 
whole culture system was abolished ex- 
cept for the compulsory production of 
sugar and coffee which was profitable 
at the moment. Though the law about 
sugar culture of 1870 abolished all Gov- 
ernment enterprises in this field, the 
sugar plantations continued till 1890, 
and compulsory production of coffee 
went on till 1917. With the termina- 
tion of the culture system in 1870, 
liberal ideology encouraged free enter- 
prise for developing Indonesia. The 
era of open’ door system com- 
menced. The Agrarian Act of 1870 
gave full opportunity to private con- 
cerns to exploit Indonesia. They were 
allowed to lease extensive pieces of 
land uv to 500 hectares from the Gov- 
ernment for a period of 75 years, and 
from the farmers for a period of 25 
years. In 1937, 56 ver cent of the land 
was thus leased out. Nearly half of 
Sumatra was leased to Vereeniging of 
Amsterdam, the biggest enterprise in 
Indonesia. Private estates grew rapid- 
ly: and the control over colonial eco- 
nomy passed gradually into the hands 
of a few powerful Dutch corporations. 


As these corporations required ready 
and cheav labour, the Coolie Ordinance 
was passed in 1880, according to which 
the workers were indentured to work 
in plantations or mines for a certain 
number of years. If they did not live 
up to their contract or ran away or re- 
fused to do their daily task they were 
liable to three months’ imprisonment 
and to be sent back to finish their term 
of contract. This punishment was call- 
ed ‘penal sanction’. Thus in practice 
forced labour was replaced by inden- 
tured labour. The contract system was 
abolished only when in 1936 America, 
which was Indonesia’s best customer, 
objected to importing goods produced 
by forced labour. Yet for all practical 
purposes, as late as 1938, some 18,700 
labourers were still employed under 
this system, 6,173 being in Sumatra and 
Banka. Due to their disadvantageous 
position the Indonesians could not avail 
themselves of the blessings of the 
laissez faire. To them free trade meant 
freedom for the Dutch planters and 
capitalists to exploit the material re- 
sources and labour power of Indonesia. 


_ The pace of this new kind of exploita- 


tion was swift and well planned. Huge 
caplial was invested in mining and 
agricultural industries. The situation 
about 1900 could be described as one 
of ‘drained residencies’ or of a ‘neces- 
sitous colony’, and one could say that 
there was ‘physical decline of men and 
cattle’. It was therefore no wonder 
that some Dutch men like van Kol 
raised the slogan ‘No more robbery on 
behalf of the Netherlands’ and ‘Where 
we have formed slaves, we have to 
make men...” A new stev had to 
be taken. This new move as outlined 
in the Queen’s speech of September 
1901 was the ‘ethical policy’, which, 
according to Prof Schriekec must prac- 
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tically mean that the ‘uplift of the na- 
tives should above all gradually be- 
come the dominating element in the 
governmental activities’, Thanks to 
the ‘ethical policy’ and the ‘economic 
cooperation between Holland and Indo- 
‘nesia’, private capital, not only Dutch 
but also foreign began to invade Indo- 
mnesia, and inevitably, poor as the Indo- 
Nesians were, they could not compete 
with it and soon became a cheap com- 
modity of labour. In 1940, in an esti- 
mated investment of foreign capital of 
‘4000 million guilders, the Dutch share 
was 3,000 million; British 450; U.S.A. 
380; French and Belgian 160, Japanese, 
‘German and Italian 30. Thus three 
quarters of the capital in Indonesia was 
Dutch. The development of Indonesian 
industries had been very tardy. Only 
after 1930 could there be some develop- 
ment of industries, mostly small-scale 
and cottage industries which in 1939, 
it was estimated, engaged about 2,200,- 
000 labourers out of the then estimated 
population of 70 millions. In agricul- 
tural industries, from 1936 to 1940 the 


native grown crovs showed an increase 
of 7 per cent and an export value of 
about 38 per cent. On the other hand 
the estate produce showed a decrease 
of 28 per cent but the export valueian 
increase of 66 ver cent. 69.3 per cent of 
agricultural exports were produced on 
estates. Indonesian farms produced 
only 31.7 per cent the export of which 
was monopolised by foreign concerns 
and business magnates. In 1939, no less 
than 61 per cent of the total export ton- 
nage was sent to Holland. The share 
of the Dutch in the incoming shipping 
was 46.7 per cent, of U.K. 30.7 per cent 
and of Japan 9.4 per cent. Of the 
coastal and inter-island trade the Dutch 
shared 79 per cent, U.K. 11 per cent, 
and Japan 2.7 per cent. In this way 
an average of 500 million guilders flew 
to the Netherlands every year. 


This drain means a heavy burden on 
the back of Indonesians. 
this can be seen from the statistics of 
the distribution of income in Indonesia 
in 1941. The Europeans and Eurasians 


The truth of 


while constituting 0.4 per cent of the 
total population received 65 per cent of 
the income; non-indigenous Asians who 
account for 2.2 of the population receiv- 
ed one-fifth of the income whereas the 
Indonesians who form 97.4 per cent of 
the population received only one-eighth 
of the income. The average yearly in- 


come of the Indonesian farmer is 20.80 


guilders, that is to say, 5 cents per day. 
During world crises it even fell to 2% 
cents. 


How little the Indonesians enjoyed 


the wealth of their country can be ima- 


gined from the fact that Indonesia is 
immensely rich and provides the world 
with the following items of its require- 


‘ments; pepper 92 per cent, cinchona 91 


per cent. bauxite 8 per cent, kapok 77 
per cent, tobacco 50 per cent, rubber 
40 per cent, tow fibres 33 per cent, 
copra 31 per cent, cocoa products 29 
per cent, sugar 25 per cent, agave 25 
per cent, oil palm 25 per cent, tea 19 
per cent, oil 10 per cent, coffee 5 per 
cent, etc. 
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Commercial 


JAPANESE TRADE DISPLAY ed 
HONGKONG 


Recalling the pre-war experience, 
when Japan goodds not only threatened 
to sweep world markets in so far as 
cheaper gocds were concerned but were 
also preparing to compete in better 
grade goods, the display held last week 
in Honekons created tremendous in- 
terest locally. 

During post-war years Hongkong’s 
industries, freed from the threat of 
Japanese competition, have expanded 
very considerably and there appeared 
every possibility that locally manufac- 
tured goods might find a place in world 
markeis that was formerly almost ex- 
clusively occupier’ by the Japanese. 
The recent display must have the 
effect of awakening local manufac- 
turers to the realities of the situation, 
as it was clear that the articles dis- 
played would in most cases be able 
to compete in workmanship and quality 
as well as in price with the locally 
made article. 

The exhibition was primarily in- 
tended to indicate the extent to which 
Japanese manufactures had advanced 
since the war, and the promoters did 
not make any extensive arrangements 
to attract the general public. The ex- 
hibits were, however, of very great in- 
terest to individual industrialists who 
were able to gauge for themselves for 
the first time since the war, the strength 
of the competition that they might 
expect. 

The articles displayed covered a very 
wide range of goods including, to men- 
tion only a few, cotton piece goods, 
metal and enamelwares, porcelain, 
flashlights, kitchen utensils, electric 
equipment, rubber’ goods (including 
rubber toys, tyres, tubing and rubber 
shoes), gramophones, clocks, lamps, 
racquets, etc. 

There is no doubt that local factories 
are now beginning to face keen com- 
petition and as time goes on this com- 
petition will increase, not only from 
Japan who is already entering the 
South-East Asian markets, but by the 
establisnment of new factories in these 
countries themselves. To this must be 
added the lack of standardisation by 
the Hongxcng manufacturer and a 
frequent failure to deliver on time, 
which must inevitably result in the 
cancellation of orders. There is further- 
more ths definite loss of China markets, 
due to the policy of the Communists 
to keep down imports’ of manufactured 
goods to a bare minimum in order to 
ee domestic industrial produc- 

ion. 

It is interesting to note, however, 
that the Hongkong manufacturer is 
fully aware of these developments and 
of the need to keep up the standard of 
his goods. An excellent opportunity is 
at hand to demonstrate this in the pro- 
posed International Industrial Exhibi- 
tion to be held in Pakistan in Septem- 
ber. Pakistan is one of the Colony’s 
best markets and therefore in view of 
the many competitors, the quality of 
the locally manufactured goods must 
not only be high but the price must be 


Markets 


commensurate with the articles dis- 
played by manufacturers from other 
centres. 


HONGKONG’S INTEREST IN THE 
JAPANESE TRADE EXHIBITION 


During the days the exhibition, re- 
ferred to above, was open to the public 
the interest evinced by the general 
public was most impressive and reveal- 
ing. During the hot hours of every 
day large throngs were besieging the 
premises where the exhibition was 
held; business executives, students, 
brokers, whole families, people of all 
nationalities were waiting, in long rows, 
on the street until their turn came. 

Interest in things Japanese is grow- 
ing, the postwar hysteria seems to have 
passed and a more unbiased study and 
appreciation of Japanese life and the 


amazing vitality of the Japanese people: 
is attempted by even those who were 
once loudest in clamoring for trials of 
war criminals. 

The resurgence of Japan is a fact 
and with US support that nation is. 
once again bound ‘to play a major role 
in world political affairs. Hongkong 
has realised the trend of postwar 
Japan’s recovery quite early and being 
devoted to trade promotion and the 
money-making which accompanies such 
laudable intent, the man-in-the-street 
(who in Hongkong is inevitably some 
sort of trader) has followed, with 
whatever intelligence he could muster, 
the steady progress of ‘Prussia of the 
Far East’ and he has drawn very real--. 
istic conclusions from this  progress.. 
His phobia has given way to envy plus 
reluctant appreciation and as there is 


‘no change in the current trend consi- 


dered possible the local merchant is 
trying—and with much success in the 


Thomas Graban 


was the first to investigate 
the manner in which charcoal 
absorbs gases. His work on 
the subject has been of 
immense practical value. The 
gasmask—a safety device 
as important in industry as in 
war— depends mainly or 
the ability of a charcoal 
Most 


industrial solvents are 


filter to absorb gas. 


“recovered” by similar charcoal filters. Graham did a vast amount of research 


on filters and the properties of liquids and gases, but is best known for the formulation 


'of Graham’s Law, which makes it possible to calculate the relative rate at which gases of 


different densities will pass through small apertures. 


A Scotsman, he was born in Glasgow i in 1805, and began his scientific studies at Glasgow 


University. His intellectual brilliance was such that at the early age of 25 he became 


Professor of Chemistry at Anderson’s College. 


to take up a similar appointment at University College. 


Seven years later he moved to London, 


His career there lasted for 


eighteen years, during which he gained the reputation of being the most distinguished 
chemist of his day. He was elected as the first President of the Chemical Society when 
only 36. Graham is rightly regarded as one of the fathers of physical chemistry, but he also 


possessed business acumen to a rare degree. 


the Royal Mint, a position he took up in 1855. After six years, the 
research chemist in him reasserted itself, and he retired to devote himself 


‘0 scientific investigations, which continued until his death in 1869. 


In this he resembled Sir 
Isaac Newton and, like Newton before him, he was appointed Master of 


| 
| | 
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harboring of motives of the 
and embargo type.’ 


‘scious’ and with the expected 
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past few years — to turn Japan’s 


phoenix-like ascent to good fortune for’ 


himself. 
But while there is no apprehension 


- felt about Japan’s return as a military 


power in Asia—and America rules the 
waves in the Pacific—her commercial 
hegemony is a matter of great concern 
to the less competent manufacturers in 
‘this part of the world. No doubt, given 
‘more equal opportunities the Japanese 
traders and manufacturers can sweep 
competition away and 
few only, in specialised types of indus- 
try, will survive. Looking at Japan 
from this angle, the ‘peril’ appears very 
real indeed and therefore the mass in- 
terest shown here in the Japanese ex- 
hibition can be partly explained by the 
‘control 
Hongkong has become ‘Japan con- 
return 
of Japan to the comity of nations—a 


long overdue step now probably to be 
‘taken first by the US—relations with 
Japan should soon be *~tensified. Many 
reports and surveys of Japan’s economy 


are therefore included in the current 
issue if this Review, with the hope 
that more understanding of postwar 


Japan’s problems will be gained. 


‘Shanghai-made Towels 


Apart from the forms of competition 


‘to which locally made goods are liable, 


and which are referred to above, Hong- 
kong manufacturers are also sometimes 


‘brought face to face with an additional 
handicap that can arise from the nature 
Of Hongkong as a free port. 
that the local market is liable to be 


overloaded with goods from other coun- 


tries that are competitive with those 


made locally, and in disposing of them 
elsewhere it may transvire that the out- 


let is blocked for the local wares. 


drive. 


This ‘ig, 


A case in point has recently arisen 
Over a shipment of towels made in 
Shanghai and sent to the Colony under 
the impetus of the Communists’ export 
These towels found no sale in 
Hongkong and were consequently 
diverted to other markets in Singapore 
and Thailand. Unfortunately, however, 
the despatch of these towels coincided 
with the cancellation in Great Britain 
of an important order for locally-made 


towels which failed to comply with the 


contract stipulation regarding delivery. 
The local makers, therefore, finding 
themselves with a large quantity left on 
their hands sought an _ outlet for 
them in some of their usual markets, 


only to find that the demand had been 


satisfied by the prior arrival of the 
Shanghai make. 


It is easy to say that the Hongkong 
manufacturer brought his dilemma 
upon himself through his own failure 
to comply with the terms of delivery, 
and unfortunately this is a not uncom- 
mon fault, but even at best the possi- 
bility exists that at times a burst of 
energy on the part of Hongkong im- 
porters may lead to a saturated market 
elsewhere and the consequent blocking 
of an opening for Hongkong goods. 


British Gasoline Rationing Ended 
The’ British government announced 


on May 26 the end of gasoline rationing - 


first imposed in 1939. This surprise 
decision followed acceptance of an offer 
by Standard Oil Company (New 
Jersey) to supply all additional gaso- 
line requirements of their British and 


United Kingdom affiliates for 100 per 


cent sterling payments. The sterling 
received for the additional supplies 
may be used to purchase goods and 
materials within the sterling area for 
use outside the sterling area. 


( 


| 


Standard Oil Company (New Jersey), 
whose British affiiliate Anglo-American 
Oil Co., Ltd., supplies more than a 
quarter of Great Britain’s gasoline re- 
quirements, has made numerous pro- 
posals to reduce the dollar cost of their 
supplies. 


This latest plan is intended to cover 
the period between now and completion 
of the new Esso refinery under con- 
struction by Anglo-American at Faw- 
ley, near Southampton. This huge 
plant, the largest in Europe, will refine 
110,000 barrels daily of petroleum pro- 
ducts from Middle East crude oil. It 
will also contribute substantial dollar 
savings to the British economy. Al- 
though work.is going forward as rapidly 
as possible, the project is not expected 
to be completed before 1952. 


After the new refinery goes into 
operation, it will produce enough ster- 
ling gasoline to supply Anglo-American’s 
requirements without relying on gaso- 
line from dollar sources. 


Iron and Steel Colonial Requirements 


All Colonial requirements of most 
types of iron and _ steel will be fully 
met in 1950. This is the claim of the 
annual report of the Colonial Office 
just’ presented to Parliament. The year 
under review witnessed a marked im- 
provement in supplies of the main 
classes of goods which the colonial 
territories require to import, says the 
report. “In the second half of 1949, 
there was a_ satisfactory increase in 
United Kingdom exports of iron and 
steel to the Colonies, compared with 
exports in the first half-year and in 
the previous year. In the early months 
of 1950 it was possible still further to 
increase the supplies available and it 
is expected that all colonial require- 
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ments of .most types of iron and steel 
will be fully met in 1950. There is 
still difficulty, however, in obtaining 
sufficient supplies of sheet steel and 
piping. 

The increase in exports of iron and 
steel and manufactures thereof from 
the United Kingdom to the Colonies 
between 1947 and 1949 is shown by the 
following table. 


1947 1948 1949 
(000 tons) 

East Africa ..... can 45.2 71.2 88.1 
Northern Rhodesia 8.3 12.3 21.3 
Singapore & Malaya 40.6 36.9 61.1 
33.4 41.9 63.2 


“Supplies of machinery and heavy 
equipment were also easier, although 
delivery periods were in some instances 
very long. Deliveries of jute bags and 
packing material from India continued 
to be inadequate. 
were generally not restricted except 
by difficulties over port clearance in 
certain Colonies. The United Kingdom 
was the chief supplier, exports during 
1947-1949 being as follows:— 


Supplies of cement 
finished and processed in the 


1947 1948 1949 


| (000 tons) 
W. African Colonies 139 190 294 
Singapore & Malaya 66 94 110 
West Indies ........ 86 110 118 
348 493 667 


* “The improvement continued in sup- 
plies of textiles, and colonial imports 
of cotton and rayon piece-goods in 1949 
greatly exceeded imports in any pre- 
vious year. 


Colonial imports of cotton piece-goods 
(000 square yards) 


1937 1947 1948 1949 
766,000 687,000 766,000 900,000 
(estimate) 


“The United Kingdom supplied about 
30 per cent of the cotton piece goods 
imported into the Colonies in 1949, al- 
though this included foreign cloth 
United 
Kingdom. Other important sources of 
cotton piece goods were Germany, 
India, Japan and the soft currency 


European countries.” 


HONGKONG COMMODIT 
MARKETS 


(HK$ equals 1/3d. or US 171% cents. 
1 picul equals 133.3 lbs.) 


Cotton Piece Goods & Cotton Yarn 


The Cotton Piece Goods market con-. 
tinued more or less stagnant during the 


week, except for purchases of Grey 
Sheeting and Printed Cloth by Singa- 
pore and Thai buyers. As a result of 


shipments direct to these markets ‘from 
dealers were obliged to 


Japan, local 
cut the rates further of Japanese goods 
in order to meet the Japanese indent 
prices. On the other hand, Shanghai 
piece goods which for some time have 
been very quiet saw a renewal of 
activity with orders from Pakistan 
dealers for 20,000 pieces Grey Sheeting 
for July delivery, and prices showed 
a rise. At the close of the mar- 
ket prices were: Grey Sheeting, 
Fancy Butterfly, Double Flying Dragon, 
and Flower & Bird 38” increased to 
$39.50 per piece, Mammoth Bird rose 
to $40, Peacock to $41.50, Fairy Eagle 
rose to $38 per piece, Four Lotus to 


HONG KONG 


CONTRACTORS 
ENGINEERS 


MERCHANTS 


P. & O, Building, Hong Kong. 


GIBB, LIVINGSTON & COMPANY, LIMITED. 
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IMPORTS 
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COTTON, RUBBER, COAL, TIMBER, CHEMICALS 
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PHOENIX ASSURANCE COMPANY, LIMITED. 
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NORTH CHINA INSURANCE COMPANY, LIMITED. 
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TENNENTS BEER. 
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BITULAC PAINTS. 


Associated Offices: 
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$39, Dragon Head to $40.50; Japanese . 


2023 fell to $36 per piece. In Black 
Cloth, Amoy dropped to $42 and Angel 
Fish to $53 per piece. In White Cloth, 
Hsun Liang Yu (Lady on Horse) fell 
to $41.50 and Parachute to $44.50 per 
piece, while Tsing Mu Lan rose to $41. 
Indanthren Angel Fish. sold at a lower 
price of $75 per piece and Wild Bear 
No. 20, 40, 55, 60 fell to $65. 

Sales of Cotton Yarn to Thailand, 
Indochina, Indonesia and other places 
have helped to reduce the heavy stocks 
held in Hongkong since the new regime 
took over in China, particularly after 
the occupation of Canton. Few trans- 
actions took place during the past week, 
but prices were higher as a result of 
the lower stocks: In 10 counts, Camels 
rose to $820 per bale, Double Lion to 
$810, Flying Elephant to $770, Flying 
Peacock to $680, Jayashankar Mills to 
$685 and Kaleeswarar Mills to $680 per 
bale; in 20’s, Blue Phoenix rose to 
$1100 per bale, Camel to $1150, Double 
Lion to $1125, Golden City to $1160 
and Golden Peak to $1170, Gokak Mills 
sold at $830 per bale, Hindustan at 
$845, Jayashankar at $810, Kaleeswarar 
at $797, Royal Textile at $825,. Two 
Swallow at $1136 per bale. 


Raw Cotton 


Although shipments from Hongkong 
to North China ports have shown an 
increase recently, these has mainly 
been from local stocks in fulfilment of 
outstanding orders and have not affect- 
ed the local market to any appreciable 
extent. Business on the whole re- 
mained dull, and prices fell: USA 1” 
declined to $1.90 per lb., %” 1st quality 
remained at $1.82 and 2nd _ qual. at 
$1.80 while 15/16” 1st qual. stood at 
$1.87; Pakistan 48/49 .NT-roller gin 
dropped to $1.88, LSS-roller gin fell to 
$1.83, 4F-roller gin to $1.77 and 289F 
to $1.87 per lb. 


Metals 


The market for Mild Steel Plates was 
weak with a few transactions by North 
China and Taiwan dealers. Uncertainty 
exists in regard to the requirements of 
China in such metals, as imports are 
only permitted when local production 
falls behind the demand and the quota 
is known only to the Communist au- 
thorities themselves. Imports are still 
permitted into South China, however. 
Such trading as was done took place 
mainly in 4 x 8 ft. 1/16” which sold at 
the lower price of $36 per picul, 3/32” 
which fetched $38 and %&” which sold 
at $27; 1/32” remained at $48 per picul, 
3/16” %” and 3%” were offered at $29, 
5/16” at $33 and %” and %” stood at 
$32 per picul. Mild Steel Bars, which 
had seen a fall during the previous 
week with the arrival of over 100 tons 
as well as a lack of demand from China, 
showed signs of activity last week 
following an announcement by the 
People’s Govt. that the importation 
would be permitted of goods purchased 
with self-provided foreign exchange. 
The anticipation exists that plans for 
the rehabilitation of China will require 
a considerable amount of steel bars for 
construction purposes, and that Hong- 
kong will be in a position to furnisn 
them. Some demand for Round Bars 
40 ft. 5/16” sent the price up to $35 
per picul, 44” rose to $29, and %” to 
1” were quoted at $25.50, 1%” was 
offered at $31, 1%” at $33 and 1%” 
at $32 per picul; 20’-22’ 2” and 3” rose 
to $33 per picul. Angle Bars also 
showed an improvement, 3” thick %4” 
rising to $38 and %” thick 2” and 21%” 
being quoted at $28 per picul. The re- 
port that the North China authorities 
were permitting the importation of 
Wire Rods_ stimulated purchases and 
brought a rise in prices: British lst 
quality 3/16” and 17/32” were quoted 
at the higher rate of $26.50 per picul; 
French 2nd qual. 5/16” rose to $22 
per picul, but 3/16” and 7/32” remain- 


ed at the earlier price of $19 and 4” 
and %” at $18 per picul. ; 

Zinc Sheets were active with de- 
mands from local flashlight manufac- 
turers as well as buyers from the main-- 
land. Prices rose, but in some cases. 
dealers refused to sell anticipating a 
further increase with the opening of 
Shanghai to trade: Polish 3’ x 8’ G4 
rose to $138 per picul, G5 sold at $150, 
G6 at $140, G7 and G8 were quoted. 
at $132; Belgian G2 was offered at. 
$152 and G5 sold ‘at $150, the indent 
prices of G5 and G6 having been raised 
to £148 and £146 per ton respectively; 
USA 3% x 6%” G5% fetched $150 per 
picul. Zine Sheets (used) rose to $72. 
per picul. 

Chinese Communist agents were ac- 
tively in the market for about 300 tons: 
of Copper Wire under their plans for 
extending and improving telephonic 
communication in China. Prices ac- 
cordingly rose: G6, G8, G10, G12, G14 


and G16 were quoted at $230 per picul, 


G18 was offered at $240, and G20, G22 
and G24 rose to $245 per picul. 

Taiwan buyers were engaged in large 
purchases of Steel Wire Ropes, the: 
British make being preferred to the 
Japanese as being more . dependable: 
British 1” and 1%” advanced to $2 and 
$1.75 per lb. respectively, 14%” was: 
quoted at $1.50, 2” at $1.10, 2%” at 
$1.05, 24%” at 90 cents per lb.; Japanese: 
1%,” was offered at $1.50, 14%2” at $1.40 
and 134” at $1.30 per lb. 

Australian Zine Ingots 99.9% improv- 
ed with keen demands from Shanghai 
factories transactions being effected at 
$115 and later increasing to $120, the 
Polish product fetching the same price; 
local zinc ingots sold at $90 per picul.. 
Pig Lead 99% was weak, the price 
falling to $86 and later to $80 per 
picul; Australian standard quality was 
quoted at $98 per picul, and the Cana-- 
dian product at $100. Java Lead Com— 
pound, with new shipments arriving, 
was offered at the lower price of $62’ 
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and fell further to $60 per picul. Pig 
Lead Bars stood at $76, and Mixed 
Lead Ingots at $70 per picul. 

The Tinplate Waste market, with 
zZrowing demands from North China, 
showed renewed activity but without 
price improvement on account of large 
local stocks: USA Bethlehem Steei 
Corpn. 18-24” upward tonnage packing 
(coke) sold for $67 per 200 lbs. and 
2nd qual. 200 lbs. 3-10” was quoted at 
$54.; US Steel Corpn., with permit, in 
cask packing (coke) fetched $69 per 
200 lbs. for 18 x 26, 22 x 26 and 25 x 
28; Weirton Co. Bat brand (coke) 10 
x 10” also fetched $69 per cask. Elec- 
trolytic Tinplate was dull, USA Wilson 
18 x 24” being offered at $60 per 200 
Ibs. and the ordinary quality tonnage 
packing at $59 per 200 lbs. Misprint 
Tinplate (USA) was in demand by 
dealers from Macao and Canton 
and prices showed an_éimprove- 
ment: white base lst quality sold at 
$40 per picul, yellow base at $39 and 
black base at $28 per picul. Blackplate 
Waste was offered at $25 per case for 
G29-33, with little demand. 


Cement 


The arrival of a large shipment of 
Japanese cement served to bring down 
_ prices on the local market, the spot 

price falling to $4.90 per 100 lb. bag, 
while the forward cif price per ton 
was $85 and ex-ship was quoted at $92 
per ton; Indochina Dragon brand fell 
to $5.65 per 1 cwt. bag, and the 94 lb. 
bag rose to $5.20 although the ex- 
godown rate fell to $4.80 per bag: 
Danish Bate brand white cement in 1 
ewt. bags fell to $13.10 the cif price 
standing at $240 ver ton. Green Island 
Rapid Hardening Emeralcrete fell to 
$7.55 per 112 lb. bag. (official price 
$7.25) and Emerald brand dropped to 
$6.55 per 112 lb. bag ($6.25), the 94 
Ib. bag being quoted at the regular 
price of $5.35. Snowcrete British white 
cement was offered at $58 ($55) per 
drum of 375 lbs. nett. Snowcem British 
cement paint was quoted at the usual 


price of $58 per steel drum of 112 lbs. 
nett ex-godown. 


Paper 


_ Buyers from Australia, Singapore, 
Penang, the Philippines and Indonesia, 
were in the market for Paper as well 
as local dealers who were building up 
stocks in anticipation of price increases 
following raised price levels set by the 


European Paper Convention, as well as. 


Czechoslovakia and Austria. Demand 
was keenest for Parchment, M. G. Sul- 
phite Paper, Bond Paper, M. G. Ribbed 
Kraft and Newsprint in sheets, bring- 
ing about a rise in prices: Bond Paper 
with watermark 22” x 34” 26 lbs. rose 
to $16.50 per ream, 30% lbs. to $18 and 
32 lbs. white to $19.50 per ream, un- 
watermarked 26 lbs. sold for $16 and 
32 lbs. white for $18.80 per ream; Half- 
bleached Parchment 24 lbs. 30 x 40” 
improved to $22 per ream, Czech 23 
lbs. fetching $21 per ream; Parchment 
20 x 30” rose to $13.80 per ream. M. G. 
Sulphite Paper sold at the following 
rates: 40 lbs. brown 35 x 47 $20.80 per 
ream, 35 lbs. 31 x 43 $16.50, 40 lbs. 35 
x 47 $21, 47 lbs. 35 x 47 $23.80, 40 lbs. 
pure 35 x 47 $23.50. M.G. Ribbed 


Kraft 47 lbs. 35 x 47” sold at $21.30 
per ream, 40 lbs. at $20.50, 50-100 lbs. 
at 50 cents per lb. Newsprint in sheets 


50 lbs. 31 x 43” increased to $16.80 per 


lb. and USSR 45 lbs. 30% x 4234” to 
$15.50. Yellow Strawboard (Holland) 
being low in stock was quoted as fol- 


lows: No. 8 25”/33” $325 per ton, No. 8 


(Taiwan) $330, No. 10-16 and 20-40 
(Holland) $430 and $460 per ton res- 
pectively. | 


Rice 

Arrivals of Rice brought down the 
price on the open market: Australian 
rice was quoted at $70 per picul and 
Thailand Sword brand at $75.50; Chai 
Mei Five Bats (red Line) Ist quality, 
new, was offered at $81 per picul, U- 
long 1st qual., new, fetched $76 and 
2nd qual. $74 per picul; See Mew, 
U-long ist qual., new, was quoted at 
$76 and 2nd qual. at $74 per picul. 


Vegetable Oils, Ores & Other’ China 

Produce 

Activity in Tungoil (Woodoil) on the 
local market, following reports that 
stocks in the US were running low, 
caused a_ considerable rise in prices: 
Tungoil (Concentrate) rose to $154 and 
$155 per picul with 2-weeks forward 
quoted at $151, the USA buying offer 


c. & f. was US 21 cents per lb. and 


the European buying offer £178 per 
ton. A rise in the price of Teaseed oil 


4% acid on the Canton market as a 


result of a_ steady flow of exports, 
brought an increase in Hongkong to 
$138 per picul with one-week forward 
offered at $135; the c. & f. Europe 
quotation was also increased from £160 
to £166 per long ton. Little business 
was, however, transacted, as buyers 
were not interested after completion of 
a shipment to the US. Aniseed oil 15% 
was dull, few transactions taking place 
at the increased price quoted of $635 
per picul. Local exporters were out 
of the market for Cassia oil 85%, the 
price of which dropped to $1500 per 
picul, the US buying offer c. & f. also 
falling to US$1.80 per lb. Cottonseed 
oil showed an increase in price to $103 
per picul. Rapeseed oil with a few 
transactions rose to $95 per picul. 
Linseed Oil remained at $108 per picul 
on a dull market. Singapore Coconut 
oil was offered at $120 per picul and 
the Thai product at $117 per picul. 
Since the Chinese Communists im- 
posed a monopoly upon the export of 
minerals from China, Hongkong mer- 
chants have found it difficult to obtain 
sufficient supplies apart from the 
quantities that find their way to the 
Colony via Macao, and business on a 
large scale has been rendered almost 
impossible. On such transactions as 
took place during the week, prices 
showed an increase, Tungsten (Wol- 
framite) 65% being offered at $280 and 
52% at $210 per vicul; Korean Tungsten 
was quoted at $260 per picul. Kwangsi 
Tin Ingots 99% were offered at $585 
per picul and the Yunnan product at 
$580, Singapore Marked Banker 99.75% 
rose to $615 and $620 ver picul due to 
an increase in the London market rates 
to £612 per long ton. China Tin 60% 
rose to $350 per picul, while 40% for 
soldering remained at $215 per picul. 


The bulk of the Tin held on the local 
market comes from stocks released by 
the Communist agents for the sake of 
obtaining foreign exchange. The South 
China Trading Corpn. is understood to 
be making preparations for taking over 
stocks of Tin Ingots 99% held in Can- 
ton at a lower price than that quoted 
on the market, which will involve the 
Canton merchants in a loss. Antimony 
99% showed a downward tendency and 
although the rate quoted by § sellers 


- was $158 per picul, Indian buyers who 


were in the market counteroffered at 
$150 per picul but without sales being 
effected. Relaxation by the People’s 
Govt. of export restrictions upon Anti- 
mony and the possibility for merchants 
to make shipments of the mineral 
against the surrender of foreign ex- 
change has _resulted in a considerable 
quantity being despatched to Hong- 
kong, on the basis of which buyers look 
for .lower prices. Kwangsi Copper 
(Coin) Ingots were in demand by In- 
dian buyers, lowering local stocks and 
causing a rise in price to $108 per picul. 


Cassia Lignea in 60-catty packages 
was in keen demand by Indian buyers, 
reacting, to the announcement by the 
Indian Govt. that import licences would 
be issued to the amount of 10,000 pack- 
ages to cover the April/June quota. 
The hope that the quota would be 
increased for the following quarter in- 
troduced a note of optimism into the 
market: West River Cassia Lignea 60- 
catty packing Ist quality rose in price 
to $37 per picul and 2nd qual. to $32, 
while the 84-catty packing increased 
to $39 per picul for lst qual. and $35 
for 2nd qual.; West River Cassia 
Lignea in bulk rose to $30 per picul: 
Purchases were made of Tunghing 
Cassia Whole at $73 per picul and of 
Tunghing Cassia Unscraped at $57 per 
picul for shipment to the US. Plentiful 
arrivals of Gallnuts from North China 
brought down the price to $102 for 
Chungking 2nd qual. and the Luichow 
product, while the Korean product was 
offered at $100 per picul. The- low 
buying offer from Japan of US 22 cents 
per lb. c.if., brought down the price 
of West River Ramie to $185 per picul 
and of the Chungking fibre to $165 -per 
picul. East River Rosin on the other 
hand rose to $29.50 per picul with 
various transactions. Hankow Gypsum 
fell to $18.50 per picul. Aniseed Star 
also showed a decline last week, the 
Haiphong list qual. falling to $85 per 
picul and Nanning 1st qual. to $86 per 
picul. 


An increase in the US buying offer 
for Bristles to US$3.30 c. & f. from the 
previous offer of $3.15 per lb. for the 
Chungking product, and to US$6.50 
from US$6.20' for the Tientsin quality 
was welcomed on the local market. 
With the prospect of direct shipments 
from Shanghai to other countries fol- 
lowing the breaking of the blockade, 
any permanent improvement in prices 
locally is not, however, anticipated. 

Little activity was shown in Feathers 


‘during the week. Duck Feathers 85% 


remained at $350 per picul, the US 
buying offer being US 50 cents per lb. 
c. & f., but Goose Feathers 85% fell 
to $440 per picul (US 60 cents per lb.). 
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Trade Enquiries for Hongkong Firms 


The following enquiries have been received and Hongkong firms inter- 
ested are asked to contact the enquirers direct, and not through the office of 


the Far Eastern Economic Review:— 


Enquirer 


Merchandise 


Messrs. S. O. Ojeyomi & Co., 
4 Way Lane, 

Lagos, 

Nigeria 


Padlocks, 


Would like to contact exporters of the following articles: 
fountain pens, 
knives, reading glasses, underwear, torch cases and bulbs, 
hand bags, belts, unbrellas, felt and straw hats, leather 
and canvas shoes, clocKs and watches, cycle parts, tubes, 


stationery, scissors, pocket 


motor spare parts, electrical goods, enamel and earthen- 


ware, 


sewing machine 
gramophone and spare parts, mouth organs, 
spoons and forks, etc. 


spare parts, sewing threads, 


knives, 


Baiyewu Trading Company, 
43 Ajisomo Street, 


~Importers and Exporters: 
spare parts, watch straps, needles, belts, stationery, torch 


Embroidery canvas, machine 


Lagos, | cases, underwear, cotton yarns, razors, clippers, rope, 
Nigeria padlocks etc. 

M. Kemal Davasligil, Wish to contact importers of beans, chick-peas, lentils, 
Anafartalar Caddesi, No. 236/7, etc., Dried fruits—raisins, dried figs, sweet almonds, 
Izmir, walnuts, hazel nuts, dried apricots, plums, etc., Oil 
Turkey seed: linseed, hempseed, seasame, sunflower, etc., Bees- 


wax, cotton, raw leather, etc. 


The Engineer Industries, 
Mubarik Pura, 

Sialkot City, 

Pakistan 


Require bristles for paint brushes, 
black. 21%” 3” 314”. 334” in length. 


soft, dressed and 


H. Eldridge & Son, 
5th Floor, 

154 Castlereagh St., 
Sydney, 

Australia 


modities 


Wishes to contact manufacturers or distributors, of com- 
associated with millinery, 
braids, sisal hoods, fur/wool felt hoods, silk and other 
ribbons, feather trims, hat pins, etc., Supplies of Swiss 
Rapal braids and Racello hoods needed. 
certain foodstuffs, quick frozen products and fruit cake. 


including straw 


Can export 


Japanese Exporters’ Offers:— 


Amita-Shoten (exporters), Central P. O. 
Box 56, Nagoya, offers to export cotton rags, 
bristles, agar-agar, menthol, peppermint oil, 
fishing nets and tackles. 


Hakko Seisakusho, K. K. (Hakko Manu- 
facturing Co., Ltd.), (manufacturer), 949, 
Zoshigayamachi 7-chome, Toshima-ku, 


Tokyo, offers to export bronze, brass, and 


aluminum casting accessories for bearings, 
valve cocks, window frames, and other parts 


of rolling stock (locomotives, passenger and 


freight cars), marines, and general machines, 
Also, the “Takara” sealing device (patented 
in Japan) for freight cars. 

Hankyu Sangyo Co., Ltd., (manufacturers, 
exporters, importers), Hankyu Building, 
Umeda, Kitaku, (P. O. Box: C. 287), Osaka, 
desires to export Japanese takase (trocas, 
shell buttons. 

T. Kimura Shokai (importers, exporters, 
commission agents, manufacturer), P. O. 
Box: Kyobashi 35, Tokyo, wishes to export 
cameras, binoculars, toys, artificial flowers, 
Christmas goods, sewing machines, and 
novelties. 

Marumo Crystal Industry K. K. (manufac- 
turer), No. 21 Chiyoda-cho, Nakano-ku, 
Tokyo, desires to export rock crystal beads, 
such as 32 cut beads, orange cut and basket 
cut beads. 

T. Masuda & Sons (importers, exporters), 
No. 18, Higashi-Horikawa, Kitaku, Osaka, 
desires to export ‘‘Shozan” brand art porce- 
lain dinner, coffee, and tea sets. 

Miyazono’ Industries, Ltd. (exporter), 
Hachimansuji-Denteimae, Minamiku, Osaka, 
offers to export “Savage” brand glass cloth 
wallpaper.’ 

Nagoya Togyo Co., Ltd. (manufacturers 
and exporters of tiles), 6-chome, Furusawa- 
cho, Naka-ku, Nagoya, offers to export wall 
and floor tiles, mosaic tiles, porcelain and 
bamboo products, alarm and 
wall clocks, agar-agar, toys, ornaments, and 
novelties. 

Ohta Plant, Fuji Industrial Co., Ltd. 
(manufacturer), 747, Ohta-City, Gumma-Pre- 
fecture, seeks markets for “Rabbit” motor 
scooters and “Zephyr’’ bicycles. 

Okamura  Seisakusho Mfg. 


_ (manufacturer and dealer of metal furniture 


and office appliances), No. 1515, Koshigee, 


-Okamura-cho, Isogo-ku, Yokohama, offers to 


export metal furniture and office appliances. 

Riken Maebashi Piston Ring Industrial Co. 
(manufacturer and exporter), No. 7 Kanda 
Suda-cho 1-chome, Chiyoda-ku, Tokyo, 
offers to export piston rings for marine, 


automobile, and other uses; textile machines, 
principally warping machines and winders; 
and forging products in general. 

Sampo Trading Co., Ltd. (manufacturer 
and exporter), 401, Kizuki, Kawasaki, offers 
to make antimony figures according to de- 
signs submitted by firms. 

Shimada Industry Co., Ltd. (cotton and 
cotton waste merchants) No. 314, Tosabori 
Funamachi, Nishiku, Osaka, desires to export 
handmade hooked rugs. i 

Suka Manufacturing Co., Ltd. (manufac- 
turer), 2-2 Kanda Suda-cho, Chiyoda-ku, 
Tokyo, offers to export the following textile 


machinery and related equipment: throwing 


machines, doubling machines, ring twisting 
machines, double twisters, double deck 
winding machines, reeling machines, ring 


spinning frame boulette, cone winders, war- 
ping machines, tin bobbin winders, pot 
sizing machines, and hollow twisters. 

The Taihey Trading Co., Ltd. (merchants, 
importers and exporters), 12, Gobancho 
Chiyoda-ku, Tokyo, offers to export “Dur- 
laque” lacquer wares, such as berry sets, 
compotes, salad bowl sets, whisky sets, toilet 
service trays, egg-cup sets, condiment sets, 


. napkin rings, lamp stands, flower vases. 


Tazuke & Co., Ltd. (exporters), 30, Bingo- 
machi 2-chome, Higashiku, Osaka, offers to 
export raw staple fibers. 

Toho & Co., Inc. (importers and exporters), 
Toho Industrial Building, 2 Yotsuya San- 
Chome, Shinjuku-ku, Tokyo, desires to ex- 
port raw cotton and wool, textiles, hides 
and skins, bamboo and rattan products, and 
rubber goods. 

Tokyo Gas & Electric Industrial Co., Ltd. 
(Tokyo Gas Denki Kogyo K. K.), (manufac- 
turer), 100, 1-chome, Iriarai-machi, Ota-ku, 
Tokyo, offers to export air-cooled universal 
gasoline or kerosene engines (2, 3, 5, 1744, 
and 15 horsepower); textile dyeing and 
finishing machines (circular rib knitting 
machines, circular plain knitting machines 
and hand-drive sock-tnaking machines); 
communicating machines, such as telegram 
copying machines, and telegram delivery 
form folding machines: electric hair clippers; 
1/20—1/16 horsepower electric motors; tur- 
bine blades; automobile parts; cement roof- 
ing tiles; construction machinery; various 
kinds of machine parts 

Tokyo Screw Works (manufacturer), 148 
Katase, Fijisawa-shi, Kanagzwa-pref., offers 


to export bolts, nuts, rivets, sewing machines, | 
steel wires (hot. 


truck parts, gages, taps, 
rolled and cold drawn), spindles for silk 
spinning, industrial machine3, such as head- 
ers and spinning machines. 


{ 


{ 


Financial Reports 


INTERNATIONAL MONETARY FUND: 
ON GOLD SALES AT PREMIUM 
PRICES 


The Executive Board of the Fund has. 
published its Report on External Transac- 
tions in Gold at Premium Prices, in accord- ° 
ance with the resolution adopted by the 
Board of Governors on September 16, 1949,. 
relating to the resolution proposed by the 
Governor for the Union of South Africa. 


“The Executive Board has given thorough. 
consideration to the South African resolution: 
and has reviewed the Fund’s policy as ex- 
pressed in the statement of June 18, 1947 
on external transactions in gold at premium 
prices. The staff of the und studied at 
length the various problems involved and 
the Executive Board carefully considered 
the findings of the staff and the arguments 
for and against a change in the present 
policy. After full discussion the Executive 
Board concluded that a change in the pre- 
sent policy is not desirable. 


“In considering all economic aspects of 
the present policy, the Executive Board 
noted that comparatively large quantities of 
gold have continued to go into _ private 
hoards. The Executive Board also took 
note of arguments that a relaxation of the 
Fund’s gold policy would increase only to 
a small degree, if at all, the flow of gold. 
now going into private hoards, and wouldi 
have the beneficial effect of eliminating the 
premium on gold in terms of dollars and 
of reducing to some extent the premium in: 
terms of inconvertible currencies, 


“The Executive Board took the view, 
however, that in present circumstances the. 
freer international movement of gold into: 
private hoards in certain countries in the 
Middle East, the Far East, and other regions: 
could absorb. substantially more of the: 
current foreign exchange receipts of these: 
countries and further impair their monetary 
reserves. At a time when many countries 
have large deficits in their international 
payments which must be met by inter- 
governmental grants and credits, and when 
exchange and import restrictions are main- 
tained to avoid a breakdown in international. 
payments, large external transactions in, 
gold at premium prices must increase. 
the difficulty of restoring international 
balance and the severity of the exchange. 


and import restrictions that are maintained. . 


“Furthermore, it is inevitable that external 
transactions in gold at premium prices will 
directly or indirectly give rise to exchange. 
transactions at depreciated rates. These. 
exchange transactions are often in violation. 
of the laws of the countries concerned and, 
in any case, encourage evasion of the re-. 
quirements that export proceeds be sold at: 
the official exchange rate. Such exchange 
transactions at a discount from official rates. 
may affect adversely and unfairly the trade 
of other countries. 


“In the nearly three years since the Fund’s. 
policy was announced, members have en- 
deavored to conform to it as_ closely as 
practicable. The Fund has been in active 
consultation with them to minimize the flow 
of gold into premium markets. Although a 
sizable quantity of gold has continued to 
flow into these markets, the amount has: 
been less than it would have been if Fund 
members and some non-members had not. 
been concerned to make the Fund’s policy 
effective. 


“The South African proposal to modify 
the present policy to allow half of the 
newly-mined gold to go to premium markets; 
would result in an increase in the flow of 
gold to premium markets and add to. 
the loss of current exchange receipts and: 
reserves by gold absorbing countries. More-. 
over, this proposal would destroy the basic. 
distinction between the supply of gold for: 
monetary purposes and the supply for non- 
monetary purposes. It shouldbe noted that: 
since the South Africa resolution was pro- 
posed, the change in exchange rates in a 
large part of the world has materially im- 
proved the position of many gold producing 
countries. 

“The Executive Board has also studied, 
together with many other relevant factors, 
the question of whether there should be a 
uniform change in the par values of all 
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currencies. In its view there is no economic 
justification for recommending such a change 
to the Board of Governors. : 

“The Executive Board, therefore, recom- 
mends that the Board of Governors do not 
adopt the resolution of the Governor for 
South Africa. It has also decided that there 
is no reason to change the policy expressed 
in the Fund’s Statement on External Gold 
. Transactions at Premium Prices on June 
18, 1947. They trust that members will con- 
‘tinue to collaborate with the Fund in giving 
effect to the policy outlined in the Fund’s 
‘statement.”’ 


CHINA’S FISCAL SYSTEM 


The State Administration Council of 
the People’s Government of China 
made public on April 1 a decision on 
centralized control of state revenues 
and expenditures in 1950. The deci- 
sion is aimed at regulating revenue on 
a nation-wide scale, cutting down ex- 
penditure, and achieving a_ balanced 
national budget. 

The tax system, procedure for hand- 
ling revenue and expenditure, basic 
factors governing salaries of employees 
of government departments and state 
enterprises, the number of personnel 
in government institutions, and the for- 
mulation of a national budget and 
statement of accounts will be worked 
out by the Ministry of Finance in con- 
sultation with the Ministries and or- 
ganizations concerned. The resources 
at the disposal of the central govern- 
ment include public grain, customs 
duties, the salt tax, commodity duties, 
and the business tax. The local 
governments will have at their disposal 
revenues from the local income tax, 
stamp duties, real estate taxes, and 
other taxes of a local character, whose 
maximum limits are strictly fixed by 
the central government. 


U.S. FOREIGN AID IN 1949 


U.S. foreign aid in 1949 amounted to 
nearly $6 billion, compared with $5.3 
billion in 1948. The increase was ac- 
counted for almost entirely by acceler- 
_ated shipments under ERP, since aid 
under most other programs declined. 
Aid in the form of grants accounted 
for almost 90 per cent of the 1949 total 
against 74 per cent a year earlier. The 
declining importance of loans was due 
largely to the exhaustion of British 
loan credits in 1948, a diminution of 
Export-Import Bank credits, and the 
virtual exhaustion of surplus property 
credits. 

Grants under ERP increased from 
$1,397 million in 1948 to $3,735 million 
in 1949, and grants to the Philippines 
for rehabilitation rose from $130 mil- 
lion to $203 million. The decline in 
civilian supplies by the army, from 
$1,300 million to $928 million, was due 
largely to the fact that programs for 
certain countries were transferred to 
ECA. Other declines in grant aid were 
Post-UNRRA, from $68 million to $2 
million; Chinese aid, from $168 million 
to $99 million; and Greek-Turkish aid, 
from $349 million to $172 million. 

Utilizations under all types of foreign 
aid loans declined in 1949. Disburse- 
ments by the Export-Import Bank fell 
from $429 million in 1948 to $185 mil- 
- lion in 1949, and shipments of goods 
under ERP loans fell from $476 million 
to $425 million. Credits arising from 


the transfer of U.S. surplus property 
abroad were only $29 million in 1949, 
compared with $212 million a_ year 
earlier. Surplus property had been 
largely disposed of by mid-1949. 


PHILIPPINE EXCHANGE SITUATION 


The Philippine trade deficit for 1949 
was 35 per cent higher than that for 
1948, as a result of a 5 per cent rise 
in imports and an 18 per cent fall in 
exports. 


Excess of 
Imports Exports Imports 
(million U.S. dollars) 


266 246 
568 319 249 
595 261 335 


International reserves of the Central 


Bank declined from US$400 million on 


December 31, 1948 to US$225 million 
on December 9, 1949, when exchange 
controls were adopted; subsequently, 
they recovered to US$230 million on 
December 31, 1949 and then fell to 
US$221 million on January 31, 1950. 
U.S. Government expenditures in the 


Philippines in 1949 were US$310 mil- | 


lion compared with US$417 million in 
1948. It is estimated that in 1950 for- 
eign exchange receipts may reach US$ 
585.5 million, of which U.S. Govern- 
ment expenditures would be US$265 
million, export receipts US$260.5 mil- 
lion, and transportation and other re- 
ceipts US$60 million. This is some- 
what less than the 1949 import figure 


and is far’ short of totai exchange 
requirements. 


HONGKONG FREE MARKET 


US$:—Highest & lowest rates of last 
week for US notes $5984%4,—593%, DD 
5991%4—594%4, TT 602%2—5964, cor- 
responding to crosses of US$2.655— 
2.682. 

Sales in the native market TT US$ 
380,000, drafts & notes US$515,000. 

The market displays an easy tone 
and there has been sveculative forward 
selling of funds in New York as it is 
anticipated, in certain quarters, thut 
free market sterling is bound to show 
increasing strength and that the mar- 


gin between the official and unofficial 


crosses may be reduced to a nominal 
figure only. The forthcoming UK 
Treasury report on British gold and 
exchange holdings will, it is generally 
taken for granted, further underline 
the strong position in which sterling 
finds itself this year. 

The devaluation of sterling, in the 
light of current free market rates, is 
now proved to have been a success 
though there are still some apprehen- 
sions about the future when US aid to 
Britain and other Western European 
countries may cease; under present 
rather tense world conditions, which 
cannot be presumed to undergo a 
change for the better, the continuation 
of US aid, under whatever name and 
guise, will have to be granted to the 
non-Soviet part of the so-called free 
world. Sterling and other currencies 
of European countries outside the So- 
viet orbit should thus receive ail 


required national and foreign support 
and no confidence crisis will develop; 
at the same time demand for US goods 
should decline as European production 
moves into high gear; and the improve- 
ment of the balance of trade and over- 
all payment balances of European 
countries with the US should be step- 
ped up. With previously rather com- 
mon fears about the stability of this 
or that particular European currency 
now rapidly subsiding the hedging in 
US$ is becoming a thing of the past 
with all the, for non-US residents, 
pleasant consequences of growth of 
self-confidence. among the metropolitan 
and ‘non-self governing’ peoples in 
Europe and the Far East. 


The Shanghai emigre clique has, 
following the trend, liquidated large 
holdings in US notes which were either 
exchanged into local currency or in- 
vested in various local. enterprises. 
Taking the cue from this US$ worship- 
ping clique, local hedgers, discouraged 
by the continual weakness of the free 
US$ rate, are increasing their invest- 


ments both here and in sterling area 


countries. 


Merchant demand was, as throughout 
many weeks past, small in spite of the 
‘cheap’ US$ price which now makes 
imports from the US and other coun- 
tries where payment in US currency is 
required rather attractive from the 
dealers’ and the general public’s point 


of view, however, on account of the 


large overbought position here and the 
scarcity of godown space (recently 
somewhat relieved) no interest is shown 
by merchants to lay in new stocks. A 
hand-to-mouth policy is frequently 
advocated as the expectation of lower 
world market prices is discouraging 
holding of larger inventories. China 
remains the hope of all here—but if 
communication disruptions continue 
and the People’s Govt restricts the 
entry of non-essential commodities the 
outlook for business with China in the 
next 6 to 10 months cannot be viewed 
optimistically. Therefore importers and 
dealers are careful now making any 
new commitments and prefer to keep 
cash in the bank rather than order 
new goods however reasonably priced 


by overseas exporters and offered at. 


less rigorous terms than irrevocable 
L/C. 


Overseas Chinese remittances were 


this year much reduced, possibly by 
50%, and US Chinese were conspicuous 
by tardiness in sending funds to their 
dear ones in China. Dragon Boat 
Festival, one of the major Chinese 
Festivals (falling on June 19), usually 
brings large amounts of gifts etc. from 
overseas Chinese but this year the 
munificence was anything but on tradi- 
tional lines. Does this refiect business 
recession effects in countries where 
overseas Chinese are making a living? 


A good seller is these Weeks Bang- 
kok; proceeds of gold exports are 
transferred to Hongkong for partial-or 
total exchange into _ sterling. The 
Chinese Govt agents remain one of the 
principal buyers of TT New York (re- 


quired. for financing imports into 
China). 
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Japan account US$ have lost interest 
in the market and no quotation ils 
available; recently about 5% less than 
free market TT New York was vaid for 
Japan account but as trading with 
Japan will soon revert to a yen 
basis (the present ‘emergency’ control 
here and in Tokyo to be suspended) 
there is no interest here for buying 
any credits in Tokyo except for im- 
mediate import requirements; these 
however can all be met from Official 
sources (Japan export proceeds being 
now freely retained by local exparters). 


GOLD:—Highest & lowest rates of 
last week per .945 fine tael $26414—254, 
equiv. to .99 fine tael and oz prices of 
$276.83—266.09 and  $230.05—221.13 
respectively. : 


Crosses US$38% high, 37 low. Over- 
seas prices ranged from 36%4—37}2 
per fine oz troy. 


Macao and Canton .99 fine tael prices 


from $265144—275% and from $246—258 
respectively. 


Highest & lowest .945 fine gold and 
US$ (TT New York) rates:— 


Gold USS 
June high low’ high low 
25734 254 59742 596% 
259% 255% 602% 597 
261 25734 . 601 600 
261% 260% 601 600 
264% 260% 601% £600 
263 258% 600% 599 


Forward interest. in favor of sellers, 
totaled for last week (7 trading days) 
22 c. per tael (44%% p.a. on invest- 
ment). Forward contracts: 198,000 taels 
(daily average 39,500). Position left 


open; daily average 165,000 (this figure © 


includes all positions officially and un- 
Officially concluded in the Exchange; it 
excludes private contracts, between 
native banks and banks and customers). 
Cash bars: 35,000 taels (of which 26,440 
listed by Exchange). Of above total 
30,500 taels changed hands among in- 
terest hedgers, 3800 taels exported 
(1600 to Bangkok, 2200 to India), 700 
taels acquired by jewelers. (Shanghai 
immigrants have recently brought into 
Hongkong insufficient quantities so that 
jewelers had to take. recourse again to 
Exchange for covering their ornamental 
requirements). Differences paid for 
.99 fine bars (not stamped by Ex- 
change) on top of ,945 fine tael price 


ranged from $12.30—13 per tael. Im--> 


‘ports: 4200 taels (from Taiwan 1500, 
‘North China 1400; South China 1300). 


In China gold price was officially 
raised to PB$1.15 million (equiv. to 
about US$30 per oz); in Taiwan price 
was raised from equiv. of US$31 to 
now 35 per oz. In case of People’s 
Bank gold price advance the reason 
was to bring price more in line with 
“foreign rates; still the official and 
black market rates in China are far 
‘below foreign equivalents. The price 
,nike in Taiwan was a result of official 
gold stock exhaustion. 


No effective rumors were circulated 
here. The nonsensical story of USSR’s 
dumping of gold was immediately dis- 
counted and described as fabrication. 


Chinese 


Exchange:—Prices on the 
free market here for Canton remit- 
tances HK$994%4—98.40; for Shanghai 


gold 86-—87 US$97—9714: Taiwan gold 
74, US$92% (per 100 in China). 


PB notes quoted at HK$1.63 per 
10,000 (same as official rate), business 
done in such notes totaling HK$120,000. 
Remittances with Canton, outside offi- 
cial channels, totaled last week $340,- 
000; the rate difference favoring Hong- 
kong indicated that HK$ was of little 
use these days in Canton, being slowly 
returned here (which is, in view of 
Chinese Customs vigilance, no easy 
matter). 


Official rates remained unchanged. 
Gold and silver buying prices were 
raised bringing them more in line with 
foreign prices. New gold and _ silver 
prices are PB$ 1.15 million per oz and 
PB$10,500 per dollar coin. 

The foreign exchange holdings of the 
Peking Govt have improved and now 
more ample _ allocations are officially 
allowed to importers of raw materials 
and other essentials. Estimated US$ 
credits of People’s Bank now about 
US$25 million which amount is month- 
ly increasing as a result of export 
balance being well maintained. - 


Silver:—Rates of last week per .99 
tael $4.72—4.73, per dollar coin $2.96— 
3.01, per 20 c. coins $2.30. Sales: 82,000 
taels in weight, mostly coins. 


Bank Notes and Unofficial DD Busi- | 


ness:—Bank note rates of last week (in 
HK$) per 100 piastres 12—12.60, Nica 
guilders 2.20—2.30, Java guilders l, 
baht 2644; per one British pound 15% 
—15.30, Australia 12.30—12.90, Canada 


5.33—5.35, India 1.0644—1.04%, Burma 


.79, Ceylon .98—1, Malaya 1.74—1.80%, 
Philippines 2.16—2.21. 


Free sterling drafts were transacted, 
in small volume, at 244% below official 
rates. This business is, on account of 
more attention paid by Exchange Con- 
trol, expected to drop to only small 
figures. Australian pounds were for a 
short time in demand as there was 
rumoring about a 10% raise in the 
Sydney/London crossrate but bank 
notes were hard to buy. Indonesian 
guilders, the newly issued currency, 
have not yet arrived here but there is 
some trade in TT Jakarta at more or 
less nominal rates (about 5 guilders 
per HK$ 1). Bangkok drafts and un- 
official TT is done mostly by native 
banks and a few trading firms who 
have, as a side line, an exchange dept. 
Note and draft rates are approx. the 
same. Amoy and Swatow bankers are 
mainly interested in Bangkok exchange 
such as Ka Chiang, Chan Ping Chun, 
Wing Sing Loong, Man Fat, Man 
Cheong. Singapore drafts are usually 


traded in larger amounts; last week’s 
turnover was almost HK$500,000 (at 
about 56 Mal.$ per 100 local dollars). 
Singapore, being the nearest sterling 
area city, has been utilised by exchange 
operators as a base for operations in- 
side the sterling area (Hongkong being 
only with one foot in the sterling area 
and treated with much suspicion by 
the financial authorities in London on 
account of its free exchange and bullion 
market). 


More Confidence in 
Singapore Stocks 


Increasing confidence was evident on 
Malayan Stock Markets during the 
week and a good volume of business 
was written which extended to all sec- 
tions. But whether the 
can be attributed to assurances given 
by the visiting ministers is a moot 
point. Mr. Strachey, unexpectedly, 
was the more definite when he spoke 


of “Coming into Malaya, not going out” — 


and when he pointed out that £10 
millions of British money was being 
spent on a new permanent military es- 
tablishment at Pasir Panjang, Singa- 
pore. However, Malaya has had a 
better hearing than ever before and if 
only some of the admonitions of well- 
informed Malayans are taken to heart 
in London, then much good will result. 

Among industrial shares fresh buy- 
ing took Straits Traders to $15.00, while 
Steamships recovered to $16.00. Wear- 
nes were wanted at $2.67% at the close 
and Henry Waugh were taken off in 
fair numbers. : | 

Dollar Tins which registered an im- 
provement included Rantau which went 
up to $1.30 on publication of first pro- 
duction from the new property, Tai- 
ping to $1.17% on an improved output, 
also Rahman, Talam and Batu Selangor. 

In the Australian tin section Pungah 
rose to 19/3, Rawang Tinfields to 6/- 
and Thabawleik to 27/-. 

London again increased its bids for 
selected sterling tins. 

Rubber shares in general were a 
steady market, but operators showed 
no inclination to advance their bids in 
sympathy with the high 
market. 

Local Government and Municipal 
Loans had a fair turnover and an un- 
satisfied demand for high yielding tax- 
able issues is noted. 

Opening prices for leading industrials 
etc. were as follows: 


Yield 
base on 
Buvers Sellers last years 
($ M.) ($M.) dividend 
Alexandra Brick- 
work, Ltd., 2.25 2.30 44: 
Consolidated Tin 
Smelters, Ltd. 15/6 16/3 8.6 
Frazer & Neave Ltd., 3.20 225cd 65 
Gammon (Malaya) 
Ltd., 2.30 2.35 12.9 
Henry Waugh 
& Co., Ltd. 1.98 2.02 12.3 
H.K. & S. Banking 
Corporation 670.00 690.00 6.5 
Malayan Breweries, 
Ltd. 5.121, 5.2215 xd 5.8 
Malayan Collieries, 
Ltd. 1.6714 1.7214 5.7 
McAlister & Co. 
Ltd. 36.25 37.25 6.8 . 
Overseas Assurance 

Corp., Ltd. 10.75 11.25 2.7 
Oversea Chinese 

Banking Corp., | 

Ltd. 62.25 63.00 4.8 
Raffles Hotel, Ltd. 2.50 260xd 7.8 
Singapore Cold 

Storage Co. Ltd. 4.50 4.60 
Singapore Traction 

d. 13/6 14/6 

Straits Steamship 

15.80 16.20. 6.2 
Straits Trading 
Ca, 14.65 14.85 5.1 
Union Insurance 

Society of - 

Canton, Ltd. 295.00 305.00 45 
Wearne Brothers, 

Ltd. 2.65 z.wca 9.3 


improvement 


commodity 
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Hongkong’s Bullish Share 
| Market 


Buyers were again increasing their 
holdings on the Hongkong Stock Ex- 
change and the bullish sentiment, 
noticed during the previous week, re- 
mained unimpaired. The business re- 
ported at $1,496,580 is about four times 
the volume recorded during the pre- 
vious four or five weeks. Prices during 
the week were as follows: 


Stocks Low Sales 

H.K. Govt. Loan 4% 98 — — 
Hongkong Bank .... 1285 
Bank of East Asia .. 101 101 400 
Union Insurance ... 600 580 192 
China Underwriters 3 a 1000 
Asia Navigation ... .70 70 21,000 
H.K. & K. Wharves 78 75 125 
Hongkong Docks | 15.20 15 1000 
China Providents .. 915 9.40 3,500 
Shanghai Docks ... 16 — 9,800 
Wheelock Marden .. 21 a 300 
a Hotels .. 815 3,000 
Shanghai Lands .... 1.20 1.15 1,500 
Hongkong Lands ... 433 
. O10... wc... 10.90 10.40 11.500 
7.90 714 7,446 
Telephones......... 1234 3,300 
103% 1044 8,800 
Lane Crawford .... 2215 coe 1,300 
China Emporium ... 9 oo 250 
Kwong Sang Hong 80 — 21 
Cotton ....6%:. 3 12,100 
Shanghai Loan .... 10 1,000 
Yangtze Finance ... 215 — 500 


Hongkong Fisheries Office 
Progress Report May 1950 


An estimate of the number of fishing 
days during May 1950 is given below:— 

Trawlers 8—12 days, Long Liners 5— 
10, Purse Seiners 15—20 days . 

The following amount of fish was 
handled during the month:— 


Piculs 7 Piculs 

Fresh Fish 
Fresh Fish 21,234 equivalent 21,234 
Sun Dried 640 21,333 
Salt Dried 9,816 19,632 
_ Salt Wet 10,496 13,120 
42,186 75,319 


Monthly Total of Fish Marketed in 


Hongkong 
20,952 ,, 


Salt Fish 
42,186 ,, 


Hongkong has now started the usual 
slack season for fishing. In addition 
the fishing fleet has been considerably 
affected by unrest at Sea. Had condi- 
tions been normal the total fish market- 
ed during the month of May would 
have been considerably higher. The 
marketing of salt fish is becoming diffi- 
cult for exporters. 


Fisheries Research:— 
One shipment of fish fry was sent to 


Singapore and three shipments to the 


Fisheries Department in Bangkok. 


The Fisheries Assistant is investigat- 
ing the oxygen requirements for Fish 
Fry sent by Air and so far his results 
seem to point to the oxygen require- 
ments per gram of fish being consider- 
ably greater in the case of small fish 
fry of 8 to 12 millimetres than it is of 
larger fry of 20 millimetres upwards. 


LANE, CRAWFORD, 


Notice to Shareholders 


NOTICE IS HEREBY GIVEN 
| that the Twenty-fourth Ordinary 
Yearly Meeting of Shareholders of 
Lane, Crawford, Limited will be 
held in the Jacobean Room, Hong 
Kong Hotel, Pedder Street, Hong 
Kong, on Friday, 30th June, 1950, 
at Noon, for the purpose of re- 
ceiving the Company’s Accounts 
for the year ended 28th February, 
1950, and the Directors’ and 
Auditors’ reports thereon; To 
sanction the payment of dividends; 
To re-elect a Director, and to 
appoint Auditors. 


The Share Transfer Books of 

the Company will be closed from 

19th to 30th June, 1950, both days 
inclusive. 


By Order of the Board 
of Directors, 


PEAT, MARWICK, 
MITCHELL & CO. 


Secretaries & Accountants. 
Hongkong, 9th June 1950. 


THE DOUGLAS STEAMSHIP 
COMPANY, LIMITED. 


Notice to Shareholders 


‘Notice is hereby given that the 


Sixty-second Ordinary Yearly’ 


Meefing of the Company will be 
held at the Registered Office of 
the Company 5th Floor, P. & O. 
Building, Hongkong, on Wednes- 
day, 28th June, 1950, at Noon, 
for the purpose of receiving the 
Report of the General Managers, 
together with the statement of 
Accounts for the year ended 31st 
December, 1949; to _ re-elect 
Members of the Consulting Com- 
mittee and to appoint Auditors. 


The Share Register and Trans- 
fer Books will be closed from the © 


20 June, 1950, to the 28th June, 
1950, both days inclusive. ; 


DOUGLAS LAPRAIK & CO. 


General Managers. 


Hongkong, 10th June, 1950. 


Ltd., Windsor House, Hongkong. 


The Far Eastern Economic Review is published weekly, 


Price per single copy: $1.20 


Published and edited by ERIC E. HALPERN for and on behalf of The Far Eastern Economic Review 
Ltd., at 322, Queen’s Building, Victoria, Hongkong.—Telephone: 32429, Cables: Ficom. 


and printed by the Newspaper Enterprise 


Annual subscription rate: $60. Overseas £4.10.- or US$12.60. 
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HARRIMAN, REALTY. 


COMPANY, LIMITED. 


REAL ESTATE BROKERS & 
-VALUERS, ESTATE & 
PROPERTY AGENTS 


Expert advice willingly given 


all matters connected with 


the sale, purchase, rentirz, or - 
letting of -honses. and land. 


FAR EAST 


Along Cathay Pacific Airways ‘routes are eighty 
+} million ready-to-buy customers whom no 
4a . manufacturer can afford to over-look.. You can 
reach more of these customersin shorter time 
by C.P.A. than by any other way of travel in 
the Orient. 


MORTGAGES 


| 

King's Building, 2nd Floor, 


‘Hongkong. 


General Agents: Butterfiela & Swire. Passages, call 30331. Freight, call 56260. 


. 


CHER -1 


KIAN GWAN CO, (CHINA) LTD. 
HONG KONG & we BUILDING 


Cable-address : JAVASUGAR or KIANGWAN Tolophones: 21817, 27466, 27477 


“IMPORTERS, EXPORTERS, MANUFACTURERS REPRESENTATIVES? 


ugar 


© Hongkong Industrial Products : Shanghai, Tientein, Canton 
Rubber... .. . ASSOCIATED ‘COMPANIES: 
Cotton Yarn Cotton knitted goods Indonesia, 
unnies | | 

"Rubber & Leather Footwear | 
Metals & Hardware Vacuum Flasks 
Window & Thickglass | Torches The Netherlands 


Paper Stated of America 
Sundries China Produce | Australia 
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Wheelock Marden & Limited 


701 - 707 Edinburgh Hong Kong 


4 
4 
FINANCE | 4 


SHIPPING 
SHIPBUILDING 
SALVAGE 
REAL ESTATE 
MERCHANDISING. 
INSURANCE. 
WAREHOUSING 
SCRAP METALS. 


HONG KONG @ | LONDON JAPAN @ SHANGHAI 


Falconer and (Hong Kong) Limited 
Established 1855 
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DIAMOND, PEARL AND PRECIOUS STONE MERCHANTS 


GOLDSMITHS SILVERSMITHS ‘JEWELLERS 
Clocks and Watches - RUBIES, SAPPHIRES, ZIRCONS, JADES, IVORY AND CURIOS 
Wholesalers Retailers 
Instruments | 
U.S. Offico Union Building, Pedder Street, 
Telegraphic Address : 


COMPANY, 


_ LIMITED 

-MERCHANTS, | 

SHIPPING INSURANCE 

LLOYDS AGENTS 

ESTABLISHED 1841 

4A DES VOEUX ROAD, CENTRAL, GILMAN 
HONG KONG. Bees HONG KONG | 
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JARDINE, MATHESON 
LTD. 


14/18, PEDDER STREET, i 
HONG KONG. 
me 
HONG KONG, CHINA, | 
JAPAN & KOREA 
Importers and Exporters, | | 
Tea and General Merchants, 


DODWELL LTD. 


Founded 1858 


BARBER LINE 


FROM U.S. ATLANTIC & PACIFIC COAST PORTS 
*m.v. “PLEASANTVILLE” ... 
*mv. “BELLEVILE” 
m.v. “TUNGUS” ... 


.. Due Hongkong ... Ist July 


ee 99 39 eee 13th July 
m.Vv. “FERNSTREAM” eee .. d0th July 


mv. “TALLEYRAND” ... 18th Aug. 
* Consigned to Messrs. Thoresen & Co Lid. 


BARBER WILHELMSEN LINE 


FAST FORTNIGHTLY SERVICE 
TO PACIFIC & ATLANTIC COAST PORTS 
via JAPAN 


m.v. “TULANE” ... Loading Hongkong 5th July 
m.v. “PLEASANTVILLB” ... Aug. 


Accepting cargo on through Bills of Lading for 
transhipment to South American and West African Ports. 


Insurance, Shipping and. 
‘Air Transport, 

GENERAL MANAGERS: 
The Indo-China Steam Navigation Co., Ltd. 
Australia China Line Ltd. 
| The Hong Kong Fire Insurance Co, Ltd. © 
Hong Kong Airways Limited. | 
Jardine Aircraft Maintenance Co., Ltd. 
Ewo Breweries Limited. | 
Ewo Cotton Mills Limited. | 


AUSTRALIA WEST PACIFIC LINE 


FROM AUSTRALIAN PORTS 
m.v. “AROS” ... Due Hongkong ..._... 12th July 


GENERAL AGENTS:_ 


The Canton Insurance Offices Limited. 


British Overseas Airways Corporation. 
Accepting cargo on through Bills of Lading for 


; | transhipment to Fiji and New Zealand Ports. 


STATES STEAMSHIP COMPANY 


PACIFIC SERVICE 


8.58. 
8.8. 
8.8. 


“IDAHO” 


From 
Vancouver 


“OREGON” Vancouver 
“COLORADO” Vancouver 
To 


*“TDAHO” Vancouver 
“OREGON” Vancouver 


Due 
33rd June 
6th July 


13th July. 


Loading 
June 
6th Juiy 
13th July 


The Royal Mail Lines Limited. 

The Prince Line Limited. | 
The Western Canada Steamships Limited. 
The Pacific Transport Lines, Inc. 
Furness Withy & Co., Lid. | 


The Union Castle Mail Steamship Co, Ltd. 

Alliance Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 
Guardian Assurarice Co., Ltd. 
Eastern Insurance Co., Lid. 

Bankers and Traders Insurance Co., Ltd. 
Triton Insurance Co., Ltd. 
Lombard Assurance Co., Lid. a 
Economic Insurance Co., Ltd. 


“COLORADO” Vancouver 


: TO BRISBANE, SYDNEY, MELBOURNE, ADELAIDE 

| via RABAUL 

my. “CITOS” ..... .. Loading Hongkong ... 2nd July 


CANADA-ASIATIC LINES LTD. 


LLOYD. TRIESTINO 
4 | FAR EAST MEDITERRANEAN SERVICE 
: All the above subject to Alteration without notice. 
BOOKING AGENTS FOR: 
| CUNARD WHITE STAR LINES 
| B.0.A.C. — C.N.A.C. — 


| CANADIAN PACIFIC— QANTAS — 
i 0.A.T.C. P.A. GL. 


3rd FLOOR HONGKONG & SHANGHAI BANK BLDG. 
DES VOEUX RD. TELEPHONE 28021/6 


Shanghai & Hongkew Wharf Co., Ltd. - 
~The Glen Line Limited. | | 
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THE JARDINE ENGINEERING 
CORPORATION LIMITED. _ 
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Fast Fortnightly Service to: | . 


NEW YORK, PHILADELPHIA, 142 Relele 


BOSTON & BALTIMORE 


SAN FRANCISCO, LOS ANGELES & PANAMA Mi L ES 
SAILINGS: EVERY WEEK 
mlo“LEXA «< daly 2 
Special W ORLD-WIDE 
ARRIVALS FROM U.S.A. 
m/s “‘MARCHEN MAERSK” _... AIRLINE COVERAGE! 
m/s “ANNA MAERSK” ... July 13 | 
For Freight and Further Particulars 3 
Please apply to:— 
| JEBSEN & CO. 


ae 80 years leadership in 
Meeting the exacting require- 


ments of the “Machine Age”. | : 

Consult our specialists in 

helping to solve your Auto- : 

motive, Industrial and Marine- | 

Fuel. Lubricating problems. : 

OIL COMPANY 
| HONG KONG BANK BUILDING "TELEPHONE 30203 
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